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FOREIGN ASSISTANCE ACT OF 1973 


THURSDAY, FEBRUARY 22, 1973 

United States Senate, 

Committee on Foreign Relations, 

W ashing ton, D.C. 

The committee met, pursuant to notice, at 10 a.m., in room 4221, 
Dirksen Senate Office Building, Senator J. W. Fulbriglit (chairman) 
presiding. 

Present: Senators Fulbright, Symington, McGovern, Aiken, Case, 
davits, Scott, Pearson, Percy, and Griffin. 

The Chairman. The committee will come to order. 


OPENING STATEMENT 

The purpose of this hearing is to consider S. 837, the President’s re- 
quest for authorization of appropriations for foreign assistance and 
military sales for the 1973 fiscal year. 

(The text of S. 837 follows :) 

[S. 837, 93d Cong., First Sess.] 

A BILL To amend the Foreign Assistance Act of 1961, and for other purposes 

Be it enacted 6 y the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 491 of chapter 9 of part I of the 
Foreign Assistance Act of 1961, relating to refugee relief assistance, is amended 
by striking out “1972” and inserting in lieu thereof “1973” ; by striking out the 
figure “$250,000,000” and inserting in lieu thereof “$100,000,000” ; and by striking 
out the words “East Pakistan” wherever they appear and inserting in lieu there- 
of “Bangladesh”. 

Sec. 2. Part I of the Foreign Assistance Act of 1901 is amended by adding at 
the end thereof the following new chapter : 

“Chapter 10— PHILIPPINE DISASTER RELIEF 

“Sec. 497. Philippine Disaster Relief. — Notwithstanding the provisions of 
this or any other Act, the President is authorized to provide, on such terms and 
conditions as he may determine, relief, rehabilitation, and reconstruction assist- 
ance in connection with damage caused by floods in the Philippines during 1972. 
Of the funds provided to carry out part I, $50,000,000 shall he available only to 
carry out this chapter. Such assistance shall be distributed, to the extent prac- 
ticable, under the auspices of or by international institutions and relief agencies 
or United States voluntary agencies.”. 

Sec. 3. Chapter 2 of part II of the Foreign Assistance Act of 1961, relating to 
military assistance, is amended as follows : 

(a) In section 504(a), relating to authorization, strike out “$500,000,000 for 
the fiscal year 1972” and insert in lieu thereof “$780,000,000 for the fiscal year 
1973”. 

(b) In section 506(a), relating to special authority, strike out “1972” each 
place it appears and insert in lieu thereof “1973”. 

(c) Section 514 is hereby repealed. 

( 1 ) 
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Sec. 4. Section 532 of chapter 4 of part II of the Foreign Assistance Act of 
lixn. relating to authorization fc-r security supporting assistance, is amended by 
striking out "for the fiscal year 1972 not to exceed $618,000,000, of which not 
less than sr>0,0i)(),(i(M) shall be available solely for Israel” and inserting in lien 
thereof “for the fiscal year 1073 not to exceed $844,000,000”. 

Sec. 5. The Foreign Military Sa les Act is amended as follows : 

(a) In section 23 of chapter 2, relating to credit sales, strike out “ten” and 
insert in lieu thereof “twenty”, 

lb) In section 31(a) of chapter 3, relating to authorization, strike out “$400,- 
000.000 for llie fiscal year 1972” and insert in lieu thereof “$527,000,000 for the 
fiscal year 1973”. 

(•■) In section 31(h) of chapter 3, relating to aggregate ceiling on foreign 
military sales credits, strike out “$550,000,000 for the fiscal year 1972, of which 
amount not less than $300,000,000 shall be made available to Israel only” and 
insert in lieu thereof “$620,000,000 foi the fiscal year 1973”. 

Id) In section 33(a) of chapter 3, relating to aggregate regional ceilings, 
•strike out "$100,000,000” and insert in lieu thereof “$150,000,000”. 

(e) Section 33(c) of chapter 3, relating to aggregate regional ceilings, is 
amended to read as follows : 

“(cl The President may waive the limitations of this section if he finds that 
overriding requirements of the national security of the United States justify 
such a waive) - and promptly reports such finding to the Congress in writing, to- 
gether with his reasons for such findings. In any case in which the limitations 
of this section are waived under the preceding sentence, the report required 
under such sentence shall set forth, in detail, the amounts of assistance, sales, 
credits, guarantees, and ship loans, proposed to be made in excess of the geo- 
graphical limitation applicable under this section.”. 

Keg. 6. Section 8(h) of the Act of January 12, 1971, entitled “An Act to amend 
the Foreign Military Sales Act. and for other purposes” (84 Stat. 2053;, is 
amended by striking out “$185,000,000” and inserting in lieu thereof 
“8245,000,000”. 

The Ohathmax. Last- year, that is in calendar 1972, the Senate de- 
feated one foreign aid authorization bill and a second died in confer- 
ence, because the Senate and House conferees were unable to reach 
agreement, on a provision sponsored by Senator Case which required 
( hat. foreign military base agreements be submitted as treaties. The en- 
tire foreign assistance program is now being funded through a con- 
tinuing resolution which expires on February 28, although no addi- 
tional authorizations of appropriations are needed for the economic 
aid programs, other than for Bangladesh. 

rile hill before the committee is basically the same as that proposed 
by the executive branch last year. It requests a total of $2.1 billion for 
military grant aid, military credit sales and supporting assistance, 
and $100 million for Bangladesh. Much of the money requested in this 
hill is for Southeast Asia. The committee will be interested in obtain- 
ing an explanation of how the aid programs for Indochina relate to 
the cease-lire agreement and the planning for postwar relief and re- 
construction in that area. 

The committee is pleased to have as witnesses this morning Curtis 
IV. Tarr. Under Secretary of State for Security Assistance; the Hon- 
orable Robert II. Hooter, Assistant Administrator, Agency for In 
ternational Development : arid Vice Adm. Ray Peet, Director, Defense 
Security Assistance Agency, Department of Defense. 

1 wonder, gentlemen, if perhaps to make it easier, we could have the 
three of you appear at once and give your statements? I assume, Mr. 
Tarr, you wish to lead off. Is 'that correct ? 
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STATEMENT OP HON. CURTIS W. TARR, UNDER SECRETARY OF 
STATE FOR SECURITY ASSISTANCE; ACCOMPANIED BY ROBERT 
N. NQOTER, ASSISTANT ADMINISTRATOR, AGENCY FOR INTER- 
NATIONAL DEVELOPMENT. AND VICE ADM. RAY PEET, DIREC- 
TOR, DEFENSE SECURITY ASSISTANCE AGENCY, DEPARTMENT 
OF DEFENSE 

Mr. Tarr. Thank you, Mr. Chairman. 

Senator Aiken, Senator Pearson, I appreciate the opportunity to 
appear to support the President’s request for authorization of fiscal 
year 1973 security assistance funds. We meet at a time of relief that 
the agreement for ending the war in Vietnam has been signed. But it 
is also a time of anxiety that we will be able to preserve the peace in 
Southeast Asia. The security assistance legislation before us contains 
some of the elements to encourage that peace, and thus our discussion 
could hardly be more timely. . , . ... , ,, , 

Under the continuing resolution authority (CBA) , which ends F eb- 
ruary 28, we have of necessity operated with considerable restraint. 

The members of this committee will want to know the consequence of 
that restraint, and thus I wish to make brief remarks that might pro- 
vide the basis for some of your questions. Mr. Nooter and Vice Ad- 
miral Poet have prepared statements that wo wish to submit for the 
record. 

The Chairman. They ivill be accepted. 

MILITARY ASSISTANCE PROGRAMS 

Mr. Tarr. Military assistance programs: The President requested 
$780 million to support the military assistance program (MAP) in 
fiscal year 1973. Under the CBA, we have operated thus far with new 
obligational authority of $553 million. While this amount is greater 
than the $500 million authorized last year for the military assistance 
program, Thailand has been shifted during the same time from mili- 
tary assistance service funded (MASF) to MAP. Furthermore, the 
level of expenditure in fiscal year 1972 was considerably lower than 
many people believed to bo prudent. 

The main casualties under continuing resolution authority funding 
having been the Korean 5-year modernization program and the assist- 
ance to Turkey as it seeks to replace outmoded World War II equip- 
ment for its NATO forces. Neither is a U.S. commitment, but 
we have worked closely with the leadership of each government on 
their improvement plans. These leaders, in turn, have made their 
budget plans on the assumption that our support would be forthc.om- 
ing at the levels we have shown in our presentation last year. Without 
the authorization in fiscal year 1973 that, we have requested for Korea, 
it will not bo possible to complete their 5-year plan on the date we had 
set. 

FOREIGN MILITARY SALES 

Foreign military sales: Under the President’s fiscal year 1973 pro- 
gram, we requested $527 million in new funds for foreign military 
sales credits. The CBA has provided us with $400 million. In a busi- 
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ness sense, wo can easily reduce credit sales by telling our friends that 
we do not have funds available. This usually encourages the leaders 
of those nations to purchase military equipment provided by another 
nation, even though American equipment and the continuing relation- 
ship that comes with it would have been preferable. 

Nevertheless, this restriction comes at a time when we would prefer 
to increase sales while at the same time reducing our military assist- 
ance grants. Our planning for the future assumes this transition. But 
we cannot follow these plans without the credit authorizations in the 
amounts requested. 

SUPPORTING ASSISTANCE 

Supporting assistance: As you gentlemen know, we provide sup- 
porting assistance to a small number of nations, with the largest 
amounts going to Southeast Asia, Israel, and Jordan. Since the pro- 
gram requirements in other countries are relatively fixed, the South 
Vietnamese, effort is the one that must absorb the major reductions in 
funding. 

The President asked for $841 million in new supporting assistance 
authority for the current year. Under the continuing resolution au- 
thority we have been operating at the level of $600 million, including 
$50 million earmarked for Philippine disaster relief that was not in- 
cluded m the original request. In order to tailor our efforts to the lower 
level of expenditure, we eliminated several sound programs in Viet- 
nam, including the development projects that now have even an in- 
creased importance following the cease-fire, and U.S. support for the 
land reform program that has encouraged a welcome fundamental 
economic restructuring. 

^ Perhaps the greatest difficulty with the low level of funding for 
South Vietnam is that now we. should take advantage of the op por- 
tunities! that the cease-fire makes available, to us. The, need to resettle 
refugees in permanent circumstances is upon us. We should encourage 
reconstruction, particularly those projects that will help to insure 
economic growth. Our pipeline of commodity imports has contracted 
substantially, taking from us even that flexibility. 

EXTENDED REPAYMENT PERIOD ON FOREIGN MILITARY SALES 

Other advantages in authorizing bill: The President’s legislation 
also contains three important procedural changes. The legislation be- 
fore the committee would extend the repayment period on foreign mili- 
tary sales to a maximum of i!0 y ears, as compared with the present 10- 
year period. We. have no intention of extending payments longer than 
the life of the. equipment for which credit has been granted. At the 
p resen 1, time we do not feel compelled to apply even the 10-year maxi- 
mum on all foreign military sales contracts. But for some loans, the 
20-year maximum has justification, both in terms of the economic re- 
quirements placed upon the recipient nation and the life of the equip- 
ment involved in the transaction. In these circumstances, we would 
prefer to have the added flexibility. 
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ELIMINATION OF 10 PERCENT DEPOSIT REQUIREMENT 

Next, the bill before you would eliminate the 10-percent deposit 
requirement for the military assistance program charges. This feature 
reduces the benefit of the program to the recipient government. To 
meet the cost, a government must allocate tax revenue for the deposit 
requirement and divert it from other essential programs. Some have 
suggested that the requirement causes the nation to scrutinize more 
closely the assistance it will accept from the United States ; perhaps 
this is so in a few cases. But if it encourages a kind of frugality among 
a few, the major effect has been resentment among others. Wo believe 
our program would attain its ends more constructively if the deposit 
requirement were eliminated. 

ELIMINATION OF RESTRICTIONS ON SALES TO LATIN AMERICA 

Finally, we ask the members of this committee to agree to the 
elimination of restrictions on sales to Latin America. This paternalism 
no longer has a place in our relations with Latin American nations if in 
fact it ever had justification, Brazil has become the seventh most popu- 
lated nation of the world, with a rapidly growing economy that some- 
day will make it a foremost power. Many other nations in the region 
are moving ahead rapidly. Most Latin American leaders seek normal 
trade relations with the United States, and we should be in a position 
to reciprocate. This restriction makes it impossible for us fully to do so. 

COMMITTEE SUPPORT REQUESTED 

The security assistance program for fiscal year 1973 encourages 
progress and helps to maintain the delicate balance between security 
and development. The program reflects our attempt to lay the founda- 
tions for a negotiated settlement of the Arab-Israeli dispute. Not only 
Israel, but a number of Arab states as well, are dependent upon security 
assistance. In East Asia, our program provides the underpinning for 
South Korea’s current dialog with the North for the purpose of nor- 
malizing future relations. In Indochina it facilitates the transition to 
peace. 

Thus Security assistance is a constructive, vital element of our for- 
eign policy, transcending the simple question of transferring weapons. 

It can and must continue to lay the foundation for cooperation. It pro- 
vides the link that we need to facilitate the transition between the past 
and the future. For these reasons, I request that the committee support 
the Administration in its request for authorization of fiscal year 1973 
security assistance funds. 

(The prepared statements referred to follow:) 

Statement of Hon. Robert H. Nooter, Assistant Administrator, Bureau for 
Supporting Assistance, Agency fob International Development 

Mr. Chairman and Members of the Committee, I am here today in support of 
S. 837, a Bill to amend the Foreign Assistance Act of 1961. This Bill would 
authorize $844 million for Security Supporting Assistance, $100 million for 
South Asia Relief and Rehabilitation Assistance, and authority to use up to 
$50 million from any of the Part I economic assistance categories for Philippines 
Relief Assistance. Except for the requested authority for Philippines Relief 
Assistance, the other requests are the same as those presented to this Com- 
mittee by Dr. Hannah on April 17, 1972. All other programs administered by 
A.I.D. were authorized for both FY 1972 and 1973 and are therefore not 
included in this Bill. 
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I am here to answer any questions which you may have on Security Sup- 
porting Assistance, and oilier appropriate witnesses are available to respond 
to your questions on other portions of the request. 1 

Supporting Assistance request made at this time is essentially 
1 v requested last April. A break-down of this request 

by fnunti y is attached, and a more detailed program description for Lii 

for FY 7 197 3 Mnta,nfl< ' “* SeClrity Program l*r^™tation book 

million is ^ Tnd’lei " f 'll Sec J rlty , Su l»l»orting Assistance request of $844 
assistance v il t v?" funds are intended to provide the economic 
assistance which South Vietnam Cambodia, and Laos need to sustain their 
economies, to provide refugee assistance to tiie large number of dMaced anil 

needy people there, and to continue sufficient economic assistance to start the 
transition toward economic self-sufficiency assistance to start llie 

“ . «•»"* Mm mojert, whioi ,“a S 5™ „ 1 

"eiuS hv LS 1-1 " '.1 “»•« uf U» sweeping long reP.rm 

“'itrSnir SsTrErr ^ 

sas- 

the great difficulties nosert^y 'the wq r^^e^th- “5°^ . forward wel1 dp spite 
we evnect that oil u.v rm tl.tr. By the third anniversary next month 

processed afd tl at a feasToo^ the P'T? area of 2 ‘ 5 *eres will be 

Wo indicated n * 90 percent will he in the hands of the new owners 

this program tba^ndT" 1 ^ ° f ?T th Viotnam ’ when it planned to launch 
minion to hrtt off Jt nn g appr) 7 aI by t,le Egress, we would provide $40 
i *' a,p l ? ffspr 7 hp economic costs of the program. We have provided 

We h ve : # ff ° f0: ™ with the final $15 million now 

. Yft huve aist faced major new refugee requirements during this fiscal »«,■ 

vear Tanv f mc'w n ref?i ImateS ' P » H ? r io thft North Vietnamese offensive of' last 
tnf ’ “ a ”I mc refugees were being resettled than were being generated bv 

down frorn h a hhm° f'' ° f ^ bserecei vi ng refugee and resettlement benefits was 
r" , . . b, Kb of over 3 million m 1968 to less than 500,000 in March. 1972. 

th , Vietnamese offensive, which began after our request was made to the 
.mvress last: spring ffonern tad well over one million South Vietnamese refu- 

Som-tTyr t WPrP for , < 7' <1 t0 fl< * th< ‘ ir *»»»«*• Despite these added burdens, the 
rof 1 "Vunmese Oovernment did an excellent job of caring for the additional 
lefugees. stocks of food and other relief supplies were available and in position, 
temporary camps were organized rapidly, and medical supplies were made avail- 
able. there were some problems, but on the whole the South Vietnamese Gov- 
ernment. did an outstanding job of providing emergency relief for these people 
As of now we have provided ar additional $30 million out of Supporting As- 
sistance for refugee relief. We have accommodated these additional refugee costs 
within the Continuing Resolution level in view’ of the high priority which we 
give to this portion of our program, but it is not possible to continue to do an 
adequate job, particularly for refugee resettlement, without additional funds. 

1 would like to point out that the Government of South Vietnam has moved 
with some vigor on financial and economic reforms. A greater stress lias been 
placed on domestic tax collection and more taxes have been collected. In the mid- 
]960 ’r much reliance was placer' on administrative controls to manage the 
economy. In recent years, the Government has come to rely more heavily on 
market forces, which work much better. Interest rates have been increased and 
the exchange rate changed from one artificially pegged at a low level to one 
adjusted periodically to reflect realities of the market. These changes provide 
Vietnam with sound fiscal and monetary policies for the future, and will facili- 
tate the transition to economic self-sufficiency. 
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We have not found it operationally possible to make significant reductions in 
programs outside of Vietnam. Our request for Cambodia, $75 million, is needed 
to provide the most urgent import requirements for food, fertilizer petroleum 
products, spare parts and other necessities. We cannot reduce the $50 million 
level for Laos much if we are to meet refugee needs and help support the eoun- 
trv’s economy. We attach considerable importance to providing adequate levels 
of economic support to Israel and Jordan, which offer the best prospects for 
assuring stability and peace in the Middle East. 

EFFECT OF THE CEASE-FIRE ON SUPPORTING ASSISTANCE REQUIREMENTS FOR F\ 1073 

It has long been our objective to encourage economic stability in Vietnam 
in a way which will permit an orderly reduction in U.S. assistance to that, 
country The cease-fire agreement signed on January 27, 1973 should accelerate 
that process considerably over the coming years. In the short run, however, the 
cease-fire will, if anything, increase the requirements for economic assistance. 

This will he particularly true because of the additional requirements for refugee 
resettlement programs, and the need to undertake the reconstruction of damaged 
bridges, hospitals, schools, and health clinics. We, believe that these costs can 
be accommodated within the $844 million request during the remainder of this 
fiscal year, hut not at the $G00 million Continuing Resolution level, 

There are some who advocate that U.S. economic assistance to \ letnam be 
channeled almost exclusively to refugee aid. We agree that refugee assistance 
should be given priority over other programs, but it is not realistic to think that 
generous assistance to refugees alone can be 'effective at the same time that the 
general economy is collapsing for lack of support. Our assistance to Indochina 
must be a balanced program if it is to be effective, and for this reason we strongly 
urge that this Committee oppose the earmarking of funds for particular portions 
of the program, even for something as worthwhile as refugee support. 

At some later date we will present to you a request specifically aimed at the 
problems of rehabilitation and reconstruction in Indochina, probably within the 
context of the FY 1974 budget. This will be done on the basis of consultation 
both with the Congress and with other donor countries and institutions. In the 
meantime, however, the substantial progress toward peace which lias been made 
in Indochina depends upon being able to sustain the economies of Vietnam, Cam- 
bodia, and Laos until such time as peace is fully restored and reconstruction 
can become a reality. , ^ . . , , . , 

The cost of economic assistance to Indochina is a substantial amount, but 
it is only a fraction of the cost of war. Our military forces are withdrawing ; it 
is essential that we continue the economic support which these countries need 
in order to survive. 

BANGEADESH 

The authorization request for Bangladesh is $100 million, compared to 
$250 million authorized for FY 1972. Tills $100 million is contained m the Con- 
tinuing Resolution as a separate line item. f 

We have provided the Committee this week with a detailed statement of our 
relief and rehabilitation program for Bangladesh. In summary, we are assisting 
the relief activities of U.S. voluntary agencies, providing the U.S. contribution 
to the XT N Relief Operation in Dacca, and providing bilateral grants for 
relief supplies and to assist in rehabilitation projects. The TJ.N. agency, the 
largest relief organization in Bangladesh, supports the relief and rehabilitation 
effort of the Bangladesh Government, marshals worldwide contributions and 
coordinates the many activities of voluntary agencies. _ 

At the level of $100 million which we have requested m FY 1973, the U.S. 
contribution to relief and rehabilitation in Bangladesh is about one-third of 
the total from all sources. Other donors have been forthcoming in their con- 
tributions, and we believe that the essential tasks of relief and rehabilitation 
can be completed with FY 1973 funding. 

PHILIPPINES DISASTER RELIEF 

The Philllpines was struck by massive floods late last summer. The devasta- 
tion and disruption have been great throughout the countryside and in the 
cities as well The United States has responded quickly, first with emergency 


-7 
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&'« PP or#^ /or /feoal year 1973 as contained in 

t.ic security assistance program presentation hook 


Vietnam 

Cambodia 

Laos 

Thailand 

Israel 

Jordan 

Last Asia regional— 

Malta , 

Spain 

Interregional 

UN PIC VP 


M it lion* 

$535. 0 
75. 0 

49.8 
05.6 
50.0 
40. 0 

- 8.4 

9.5 
3.0 
93. 4 

4.8 


Total program 

Less anticipated deobligations from prior years 


874. 5 
S O. 5 


New obligational authority. 


844. 0 


Statement OF Vice A pm. Rat Pert, USN. Deputy Assistant Secretary of 
Defense (International Security Affairs) for Security Assistance and 
Director, Defense Security Assistance Agency 

Mr. (Hi airman and Members if the Committee, I take this opportunity to 
present to you a brief report on management of the Military Assistance Program 

Sale j! nnder th<! ContinuIn £ Resolution Authority (CRA). 
.. 1 a\e been working under some unusual constraints and have had to employ 
some innovative measures to deal wilt, them. As you will see, however, we have 
not been aide to find acceptable solutions to all of the problems. 

“ f r 'In? 1 " f h ?.' n f a r( ‘ d,,ct1on in the sl!W °f th e grant aid pro- 

S1X2-SS » “ ,toM “•w 1 SSI 

riJeJ?? .f , “ tarT Assistanc f P*WiUi there are some expenses that cannot he 
deferi ed if the program is to continue. Annual contracts must be funded fuliv 
at the beginning of the year. We must pay current bills for moving the pipeline 
generated by prior year programs and these bills do not oceur at a level rate 
Innds must be obligated early in the year if students are to be selected and 
moved to training facilities m the Tin ted States. In some cases equipment must 
be ordered at. a fixed time to meet delivery commitments or to preclude produc- 
tion breaks l hat would result in substantial price increases. In other cases. 
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ongoing projects in the field must he funded for the same reasons. By using 
available CRA funds to meet these priority needs we had to defer funding of 
operations and maintenance - requirements. 

At this point in time we have managed to avoid significant disruption in the 
program. In .many cases, however, foreign countries have exhausted stocks on 
hand and their abilities to find other resources. Simply to keep the program 
moving we foresee valid requirements of about $68 million now. Some of these 
require immediate attention and, short of obtaining additional funding, we see 
no way at this time of alleviating the situation. For example, we have not yet 
been able to fund some resupply requirements for Cambodia, M-00 tanks and 
UH-1 helicopters for Jordan, and several other significant needs such as con- 
struction equipment for Nicaragua, ship overhaul for Indonesia, and mainte- 
nance needs for several countries. In the next few weeks we should fund T-37, 
F-100 and F-5E aircraft and, of course, additional operation and maintenance 
needs. I would like at this point to submit for the record a detailed accounting 
of our planned programs and the status of their funding to date. (Attachment A). 

Funding of FMS credit has not caused serious problems. We have not been 
able, however, in some cases to proceed with planned transactions at the time 
that would have been advantageous to both the United States and the foreign 
country. I would like at this point to insert for the record a statement of credit 
transactions concluded to date. (Attachment B) . 

FY 1072 Foreign Military Sales totaled $3.4 billion. During the first six months 
in FY 1973 Foreign Military Sales and Credits totaled $2.4 billion. Of this 
amount approximately $2.1 billion were cash sales with $319.3 million of credit 
(equivalent to $228.3 million NOA) being concluded under Continuing Resolu- 
tion Authority. Major FMS transactions concluded to date in FY 1973 include 
the sale to Iran of P-3 and F-5E aircraft, Improved Hawk, helicopters and 707 
aerial refuelers; Republic of China of F-5B and F-5E aircraft; and Turkey of 
F-4 aircraft. 

Finally, I would like to insert for the record (Attachment C) brief re- 
ports on performance to date in this fiscal year in the transfer of ships and 
excess defense articles to foreign countries. We are continuing to emphasize the 
sale of ships instead of leases and loans, and the role of excess defense articles 
in lieu of grant aid. By selling, the United States recovers in dollars the fair 
value of the material which ranges from 5% to 50% of acquisition cost depend- 
ing on condition. To the foreign country, this is a relatively inexpensive and 
simple step in the transition from grant aid to sales. Limited experience to date 
indicates that the foreign country is much more careful and selective in accept- 
ing excess equipments when it must pay for them. 

Mr. Chairman, gentlemen, that concludes my prepared statement. I welcome 
any questions you may have. 

( Attachments referred to follow : ) 
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ATTACHMENT A 

FISCAL YEAR 1973 MI.ITAF’Y ASSISTANCE PROGRAM-GRANT AID 


|Do T ars In thousands) 



Program 
in CPD 

Funded 
to date 


Program 
in CPD 

Funded 
to date 

tast Asia and Pacific: 



TRAINING ONLY 



Cambodia . . 

.... $209,541 

$99, 034 




Taiwan 

7,642 

12, 17 i 

East Asia and Pacific: Malaysia 

181 

178 

Indonesia 

.... 28,745 

12,757 

Near East and South Asia: 



Korea _ 

215,710 

115,025 


215 

205 


.... 20,780 

10, 955 


734 


Thailand 

.... 59,954 

39, 153 

Lebanon. ... 

230 

166 

Far East region 

375 

257 

Nepal. _ 

29 

26 

Near East and Soutn Asia: 



Pakistan . 

243 

282 

Greece 

9,554 

1,144 


484 

231 

Iordan 

.... 42,746 

15,410 


15 

53 

Turkey 

. .. 88,611 

45, 031 

Europe: 


NESA region. - 

591 

99 

Austria 

24 

18 

'Europe: 



Finland __ 

24 

20 

Portugal 

905 

869 

Africa : 



Spain. _ 

9, 261 

3, 680 


55 

49 

European region 

85 

99 

Mali . . _ 

50 

26 

Africa: 



Morocco. 

956 

295 

tthiopia . 

12, 139 

7.233 


25 

17 

Liberia ... 

499 

117 

Zaire . .. . 

455 

261 

Tunisia 

3, 703 

1,272 

Latin America: 



Africa region . . 

93 

62 

Argentina 

550 

555 

Latin America: 



Brazil 

988 

669 

Bolivia 

4, 873 

3.006 

Colombia. 

778 

722 

Chile ... 

1,114 

919 

Mexico 

87 

85 

Dominican Republic. 

1,435 

586 

Peru . . 

820 

783 

Ecuador 

1,000 

0 


870 

866 


805 

464 




Guatemala.. 

1, 738 

711 

Total.. 

7,313 

5,640 


734 

537 




Nicaragua 

1,045 

669 

World-wide total program 

819,700 

439,980 

Panama 

527 

379 




Paraguay. .. 

791 

243 

NOA 

780,000 

413,000 

Uruguay. ....... .. 

1,460 

601 




Lai in America region. 

687 

314 




General costs 

85, 246 

63, 533 




Total ... 

812,387 

434. 340 





ArrACHMENT B 

FISCAL YEAR 1)73 FOREIGN MILITARY SALES CREDIT 
[Da lars in thousands] 



Program 

Obligated 


Program 

Obligated 


in CPD 

to date 


in CPD 

to date 

East Asia and Pacific : 



Latin America: 



Taiwan 

.... $55,000 

$13, 700 

Argentina.. 

15,000 


Korea 

.... 25,000 

15,000 

Bolivia 

4,000 


Malaysia. 


10.000 

Brazil.. 

15,000 



.... 12,500 


Chile 

5,000 


Near East and South Asia: 



Colombia. 

10,000 



55,000 

M0. 750 


2,000 



300, 000 

2 126,250 


2,000 



10,000 


Peru 

5,000 



15,000 



2,000 



.... 45,000 



15,000 




20.000 





3 ' 000 


629,000 

228, 300 

Africa: 





Morocco... ... ... 

.... 15,000 





Zaire 

3,500 






i Includes $5,750 for a guaranty of $23,000 pr vate credit, 
a Includes $26,250 for a guaranty of $100,000 private credit. 
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ATTACHMENT C 

FISCAL YEAR 1973 SHIP TRANSFERS BY LOAN OR LEASE 


Method 


Country and number 

Ship 

of transfer 

China: 1 - 

.. AOG-7 

Lease 

Turkey; 

DD-709 

Loan i 

1 

.. SS-340 

.... Do' 

1 

.. SS-410 

.... Do 1 

1 

.. ATF-75 

Lease 

1 

.. APL-47 

.... Do 

Greece: 

1 

.. AOG-11 

.... Do 

1 

YTM-767 

.... Do 

Brazil: 1 

... LST-1174 

.... Do 

Philippines: 

. MSO-436 

Do 


. MSO-444 

Do 


.. LST-222 

Do 


.. LST-488 

.... Do 

1 

.. LST 546 

Do 


Method 


Country and number 

Ship 

of transfer 

Chile: 1 - 

.. AOG-8 

Do 

Korea : 



1_. 

_. DD-805 

Loan i 

i. 

.. DD-830 

Do 1 

Italy: 

.. LST— 1171 

Lease 

1__ 

.. LST— 1175 — 

Do 

1 

.. SS-524 

Loan. 1 

i 

.. SS- 490 

Do. 1 

Uruguay: 2 

.. LCM-6 

Lease. 

Iceland: 1 

.. Hydro sound boat. 

Do. 

Spain: 

.. DD-882 

. Loan. 1 

1 

.. DD— 711 

Do. 1 

1 

.. SS— 382 

. Do. 1 

1 

.. SS— 385 

. Do. 1 

Mexico: 1 

.. AFDL-28 

. Lease. 

Dorn. Republic: 1 

.. ATF-72 

. Do. 


i Public Law 92-270. 


FISCAL YEAR 1973 SHIP SALES 


Country and 
number 


Ship 


Unit price 
(thousands) 


A. Ships transferred by 
sale: 

Chile: 1 

China: 

1 

1 

Turkey: 

1 

1 

Greece: 

1 

1 - 

Brazil: 

1 

1 

1 

I... 

Argentina: 

1 

1 

1 

Colombia: 

1 . 

1 

Venezuela: 1 

Uruguay: 1 DE-1006 

Mexico: 20 MSF 

Indonesia: 1 DE-1034. 


LST 277 

DD-731 

DD-764 

. DD-765 
. SS-421 

. DD-888 
. SS-365 

. DD-596 
. SS-484 
. SS 350 
. DD-705 

. DD-702 
. DD -704 
. DD— 877 

. DD-775 
_ DE-1029 
DD-756 


$75.0 

153.0 

229.5 

229.5 

153.0 

229.5 

153.0 

153.0 

153.0 

153.0 
229.5 

229.5 

229.5 

229.5 

229.5 

122.4 

229.5 
122.4 

28.0 

145.0 


Country and 
number 

Ship 

Unit price 
(thousands) 

Ships sold that were on 
loan or lease: 

Spain 

AVT-3 (ex-CVL)/ 

500.0 

DD-550 

153. 0 


DD-551 

153.0 


DO-509 

153.0 


DD-799 

153.0 


DD-678 

153.0 


. SS-414 

55.0 

Brazil. 

. SS-381 

55.0 

DD-794 

/6. 5 


DD-675 

76.5 

Turkey 

. DD-S56 

153.0 

DD -861 

153.0 


DO-872 

153.0 


DD-668 

153.0 


DD-709 

153.0 


SS-320 

112.2 


ASR 10 

51.0 


Note- Total number of ships sold during fiscal year 1973: 57; total sales proceeds during fiscal year 1973: $6 ,500 L00D; 
percent oi ships transferred by sale during fiscal year 1973:66; percent of ships transferred by sale during fiscal year 1972. 
33M. 
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ATTACHMENT ( !— Continue,! 

!< is ' 3al year 1973 allocations of excess defense articles of 
February 20, 1973 

[Million dollars at acquisition cost] 

Country 

Cambodia Allocated^ 

China (Taiwan) 


Indonesia 

Korea 

Taos 

Philippines 

Thailand 

Vietnam 

Greece 

Jordan 

Turkey 

Spain 

Ethiopia 

Tunisia 


Total 


18. 7 
28.8 
. 4 
3. 0 
3.2 
1. 9 
9.9 
33.2 
7. 8 

4.6 
52.1 

1.6 
.9 

'166. 1 


not^r n,a.v 

military departments have been author zecl to dp]ivwf«n^na ditl i t?*? 1 shown, the 

ar > ISS 1 th^wiooo cost) on the basl! of ^ ln seco,ld - 

* Total may not add due to rounding. 

The Chairman. Thank you, Mr. Tarr. 

OBJECTIVE OE MTT ITARY ASSISTANCE PROGRAM 

, I wonder if you could summarize for the committee how you see the 

4tlt CtlVe i° f tlus military assistance program. What is it Pie United 
btatas seeks to achieve by it? 

Chairman, I think that the U.S. Government recog- 
nizes that there are valid requirements among friendly nations all 
over the. world to provide for their own defense security requirements 

^L^d“ n0t ■" " P ° Sili0n »« meet those 

^ Mq " ireBe " b? ^ 

, The fundamental determination of requirements for de- 

fense must he made by the leadership of eacli nation. The decree to 
which we are prepared to help is a function not only of our appraisal 
«>f the validity of those requirements but also is a function of our 

availabie C Ua ly t0 ® ^ 111 terras of the am °unt of funds we have 

. The Chairman It is difficult for me to follow what you consider 
to be the basic justification for the military aid program Is it to as 
.nmrafacturi.rs 1 Is th, l the priiy gUgR ****»“ 
Ir. Iarr. Mi. Chairman, the primary purpose is not a means bv 
which we can keep our factories running or a means by which we can 
< mphasize the sales of American manufacturers. We all recognize 
that this is a byproduct of the effort. recognize 

I he fundamental purpose of the program, rather, is to assist foreign 
countries to provide for their own security. assist, roreign 
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The Chairman. Their security against whom? I mean who is 
threatening all these countries that we are helping ? 

Mr. Tarr. Well, Mr. Chairman, it is not possible to make a sweeping 
generalization. 

The Chairman. You made a sweeping one. This is very sweeping. 
Is it our responsibility to provide, security for all the countries in the 
world or all those to whom we give aid ? 

Mr. Iarr. Mr. Chairman, it is my feeling that it can be very im- 
portant for us to help other nations provide for their own security in 
a part of the world where we have interests that are involved. 

For instance, in 1950 no real care was given to the preparation of 
South Korea for the withdrawal of U.S. forces. We all know the 
consequences of that. 

^e. Chairman. Mr, Tarr, there have been a lot of changes since 
1950. 1 was talking about the justification today. I know you shy away 
from saying that we are restraining communism. Your predecessors 
used to say we were restraining communism, we were protecting the 
free world from enslavement by Communists. 

I am trying to see what is the new rationale. That used to be said to 
be the reason. That was the reason we got involved in Vietnam 
originally. It was aid to protect them from communism. 


PURPOSE OP CONTINUING MILITARY ASSISTANCE PROGRAM 

lhat was the purpose of SEATO. I am trying to bring it up to 
date. I am not trying to bedevil you. I thought maybe you had some 
new rationale, that you could give the committee that this is what our 
objective as in going all around the world and spreading arms and aid. 
V\ oat is the objective? I was trying to get you to express the adminis- 
tration s new rationale in view of the President’s changed attitude 
toward Russia and China. Maybe it is out of order, but I was trying 
to lead you along to see if you could tell us clearly what we are up to. 
What is our purpose in continuing a program which— as you refer 
back to 1950. But this isn’t 1950 ; it is 1973. 

Mr. .Tarr. Mr. Chairman, let’s use the same nation in 1973. The 
purpose ol our aid to South Korea right now is to help them maintain 
adequate strength against a possible encroachment by the people in the 
North. r r 

I he Chairman. Is it probable or possible? Did you use possible in- 
tentionally or is it probable ? 

Mr. Tarr. It is possible. 

The Chairman. Anything is possible. 

Mr Tarr To the degree to which it is probable, I would rather not 
speculate. But I do feel that the strength of South Korea now puts 
that government in a position whereby it can negotiate with the North 
with the hope eventually of bringing about normal relations between 
tne two We both have read statements where each side hopes even- 
tually that the two halves of that nation might someday be unified We 
think that it is important to our interests in the Far East that this nor- 
malization, in fact, take place. We think that normalization cannot take 
place unless certain fundamental security needs are met in South 
Korea. (Jur program there is aimed at these purposes. 


90 - 989—73 3 
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PATERNALISM OF RESTRICTION ON SALES TO LATIN AMERICA QUESTIONED 

The Chairman. I have one or two other questions. You state that 
restriction on sales to Latin America is apparently paternalism. How 
do you arrive at that conclusion ? Why is a restriction on what arms 
we sell paternalism 

Mr. Tarr. Because, Mr. Chairman, we are saying to nations in Latin 
America that if they want to buy and they have the credit potential 
to pay back the loan or they have the cash in hand actually to buy, 
we are judging they cannot do so. Such judgment, I am saying, is 
paternalism. 

The Chairman. I was thinking it isn’t our business to promote arm- 
ament races. I mean that is our policy, I thought. It lias nothing to do 
with paternalism, in my view to say I don’t want to go around spread- 
ing arms all over the world, as we did in Pakistan and as we have done 
in the Middle, East. I don’t see it as paternalism. 

10-PERCENT DEPOSIT 

I might, say that the 10-percent deposit was not intended to be 
beneficial to the recipient. It was intended to be a slight benefit to the 
United States because it was intended to use that much funds for our 
local expenses. You misunderstood our purpose, I think. We didn’t put 
it in in order to benefit the reci pient country. 

Mr. Tarr. Mr. Chairman, regardless of what the intention was for 
putting it in, the effect is a hardship on the recipient country. 

The Chairman. At one time, I think, we had 50 percent. The Senate 
approved 50 percent. 

One other before I pass you on to my colleagues. I know they want 
to ask you some questions. 

CONDITION OF FEDERAL BUDGET 


Are. you aware of the condition in our Federal budget ? Do you know 
what the deficit in our Federal budget was last year ? 

Mr. Tarr. Mr. Chairman, I am familiar with it. 

The Chairman. What was it? 

Mr. Tarr. I will take the advice of the chairman if he wants to state 
an actual figure. 

The Chairman. I didn’t know whether these facts that wc were m 
deficit condition ever filter into the State Department [Laughter] be- 
cause these statements give the impression that you are utterly un- 
aware of the condition of either our balance of payments, balance of 
trade or domestic budget. I thought maybe you would know. 

Mr. Tarr. Mr. Chairman- 

The Chairman. It is more- important that you know than I know, 
but if you don’t know that is all right. I suspected you didn’t because 
it gives the impression that our budget is quite irrelevant in the view 
of the members of the bureaucracy as to whether these programs should 
proceed. This is one reason I isked you the objective of the program. 

Mr. Tarr. Mr. Chairman 

The Chairman. I didn’t find your answer very persuasive, in all de- 
ference to you, that this is an overwhelmingly important objective 
that we are seeking to achieve . 
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Mr Tabs. Mr. Chairman, if the Federal budget was in arrears some- 
thing on the order of $20 billion last year, it seems to me that the logic 
suggested is that no one would ask for any budget this year. I think 

th Th^CnAiRMAN. No, no ; the logic is we have to be more careful and 
discriminating where we spend more money. Isn t that the logic of it . 

Mi- Tarr. Yes, Mr. Chairman. But, Mr. Chairman, what. I think you 
have every right to expect from me is that I represent to you as honestly 
as I can what the valid needs are. Now I recognize that there are re- 
quirements placed upon Congress and there are requirements planed 
upon the President to give oversight, and to make a structure of prior- 
ities with reference to what programs are valid and what programs aie 
not and the degree to which some must be cut. But I am simply trying 
to bring to your attention what I think the valid requirements are for 
this program, and importune you in the best way I can m that light. 

PRIORITY OP PROGRAM 

The Chairman. You are not saying then that this should be funded 
even though there is not enough money for the domestic programs or 
the Farmers Home Administration or the Urban Bencwal. You are not 
trying to tell us that this is a higher priority than any of those; are 

y °Mr. Tarb. I can’t set an order of priority for all Federal spending. 
The Chairman. What you are saying is if. we have plenty of money 

this is a nice thing to do ; is that right ? , 

Mr. Tarr. No, I am saying irrespective ox the money we nave to 

spend I think this is an essential program. . n . .. 

The Chairman. Does that mean you think it should have priority 
over the domestic programs ? Is that w T hat you are saying ? 

Mr. Tarr. I think it should have priority in your consideration. 


consideration of deficit, trade balance and dollar devaluations 

SUGGESTED 


The Chairman. Do you have any idea of about how much we have 
spent on military affairs since 'World War II, just in the general range ? 
Mr. Tarr. I think on total aid programs of all kinds it is about $100 


billion; isn’t it? 

The Chairman. No, the total military expenditures of this country 
for our own services and others. 


Mr. Tarr. No. ^ . 

The Chairman. I don’t want to press you on that. In round num- 
bers what we. have spent on military affairs is about $1,500 billion and 
we have accumulated in the last 4 years about a hundred billion do!- 
lars additional deficit. Last year was the second deficit in our trading 
balance since the turn of the century and much the largest. It was 
nearly $7 billion last year and, as you know, we have devalued the 
dollar twice in 15 months. 

Don’t you think these are things that should be taken into consid- 
eration in this kind of a program ? 

Mr. Tarr. Of course, they should. 

The Chairman. That is all I wanted to know. 

Senator Aiken, do you have any questions ? 


Approved For Release 2001/08/30 : CIA-RDP75B00380R0006001 70005-7 



Approved For Release 2001/08/30 : £|A-RDP75B00380R0006001 70005 

continued use of teem “supporting assistance” questioned 

Senator Aiken. I know you refer to supporting assistance. Is it 
necessary to continue, that term “supporting assistance” which has 
been more or less a catchall m the AID program? Why don’t we 
specify directly the purposes that we appropriate for instead of leav- 
mg rt so open? Are you insistent on calling it supporting assistance? 

^'1.1. I ark. Senator Aiken, we are more concerned about the pur- 
poses .or winch the money is spent than we are the title under which 

!St W; T-V'° y 0 J!iu ncl 1 thmk ]n changing times it might be that 
«i. 4.0th or title would bo more appropriate. 

Sena tor A tken. T think so. 

Mr. Tarr. The purposes though that are represented in this budget, 
we think, are valid and essential in this transition period, 
benator Aiken; I would say on the economic assistance you -all 

Smnm^m 11Ca - a f lstance and g et away from that catch-all phrase of 
supporting assistance. 1 

PAYMENT FOE IRANIAN PURCHASES 

, k ' rp, gard In the purchases which Iran is making in this country 
f as reported I believe m the papers, do they pay cash 

for that? I hat is strictly a private deal. Does the United States or 
an y ot onr agencies underwrit e the payment in any way ? 

Mr. 1 are Senator, they pay cash for the equipment. Most of this 
cash comes from their treasury; some is represented by borrowing. 

Sena tor Aiken. They borro w t be money ? 

Mr. 'Fare. Yes. J 

Senator Aik-en. From our banks, Swiss banks, anywhere they can 
bori ow it the cheapest. But wc don’t uii derwrite it 

uro?; n TiRE ‘ We d ° nDt underwrite ifc 1inder our foreign military sales 
piogram, no. 

Senator Aiken. Any other? What about OPIC, for instance? Do 
they underwrite any ? 

I>IET : i % • d0 ?’ t ander f rite any of the loans so far as 
ot strafo-ht cSf ed ’ ]S handle<i thrtaig}l the Export-Import Bank 

NO MILITARY ASSISTANCE TO BANGLADESH, INDIA, OR PAKISTAN 

defh^do weV KKX ' W ° don,t ^ V(! an F military assistance to Bangla- 
Mr. Tare. No. 

Senator Aiken. And none <o India or Pakistan at this time? 
those areas R ** J ° U kn ° W ’ Senator ’ we have had an embargo in 
Senator Aiken. Yes. 

AID SOUGHT BY ISRAEL 

<; n T e of fh? Washington papers recently printed a story to the effect 
that Israel is seeking a promise of $515 million of U.S. aid for this 
coming year ; is that correct ? 113 

T f RE - ^ el] ’ we are not certain of the amount but a gentleman 
representing the Government of Israel recently visited with usand 


-7 
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talked in preliminary terms about their needs, and the visits early next 
month of other officials from that Government certainly will focus on 
this question more precisely. 

CONGRESSIONAL! ACTION ON AID PROMISED BY EXECUTIVE 

Senator Aiken. If the Executive does make a promise to Israel, or 
any other country as far as that goes, running up into the hundreds 
of millions of dollars, would that be subject to congressional action? 

Mr. Tarr. I think it is quite clear that it is subject to appropriation. 

Senator Aiken. In this legislation or what ? 

Mr. Tarr. Excuse me ? .... 

Senator Aiken. Would it be included in the military assistance 
bill or do you know ? 

Mr. Tarr. Well, I think the article in the paper the other day would 
indicate a request for assistance from a variety of sources. 

Senator Aiken. Yes. 

Mr. Tarr. My recollection is that the largest portion of that assist- 
ance would come from the F oreign Assistance Act. Most of it is under 
foreign military sales, but some of it would come under supporting 
assistance. It would all come out of fiscal year 1974 authorizations, and 
so it would involve our request to you if we went along with their 
requests in any amount, in the legislation that we will bring up for 
fiscal year 1974. 

FUNDS FOR KEY WEST, FLA., NAVAL TRAINING CENTER 

Senator Aiken. Probably my last question could be better directed 
to Admiral Peet, but we do have naval training and other training for 
military personnel covering Latin American countries. Last year sev- 
eral Members of Congress proposed funds be taken from military 
assistance to finance the naval training facility at Key West, Fla. Is 
this an administration idea? 

Admiral Peet. I think you are referring, Senator, to the $2.5 mil- 
lion that is earmarked for a training unit in Florida. 

Senator Aiken. Yes. 

Admiral Peet. Key West, Fla. Those funds have not been released 
and there are no plans right now to go ahead with that project. 

Senator Aiken. I wondered if that shouldn’t be considered more aid 
to Florida than aid to Peru and Y enezuela. 

The Chairman. Sure. 

Senator Aiken. I will pose that question for my chairman’s con- 
sideration. There is certainly no naval training in Arkansas; is there? 

The Chairman. No, not at all. _ 

Senator Aiken. Not at all. I think that is all I have now. 

The Chairman. Senator Symington. 

Senator Symington. Thank you, Mr. Chairman. 

NO ADDITIONAL REQUESTS BASED ON FURTHER DOLLAR DEVALUATION 

Mr. Secretary, we have now devalued the dollar twice in 15 months; 
and there are rumors already it is going to be further devalued. Gold 
went to its highest level in history today, $83 an ounce. Not too long 
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ago we were buying it and sidling it at $36 an ounce. If you succeed 
in obtaining this money would you request an additional amount 
based on further devaluation? 


Mr. J Aim. Senator Symington, it would not affect our operations 
m fiscal year 1973. 

Senator Symington. So you would not ask for additional money. 
Mr. Tabu. No, sir. J 

Senator Sym ington. Thank you. 


ADDITIONAL CLASSIFICATION OF REQUESTED INFORMATION 

In preparation for consideration of this bill, the staff of this com- 
mittee requested information from the Departments of State and De- 
fense. When it came, a considerable amount of information was classi- 
fied that was not classified last year. For example, the latest estimate 
for Government cash and commercial military sales is classified con- 
fidential, although the same data in last year’s presentation book is 
unclassified. Inasmuch as the new figure is considerably higher and 
some of us are becoming increasingly apprehensive about the billions 
of dollars we continue to ship out of this country to sustain the vari- 
ous foreign programs, why is there this classification, additional clas- 
sification, from the people? 

The country -by-country list; of distribution of excess arms is also 
now classified confidential. But last year only two countries, both in 
the Middle East were so classified. Why is there this change in policv ? 

Admiral Peet. If I might answer that, Senator, in my prepared 
statement to be inserted in the record, I have listed the allocation of 
excess defense articles for fiscal year 1973 in an unclassified chart. 

Senator Symington. So now we can consider it as declassified even 
though in preparation for the hearing the staff was told it was 
classified? 

Admiral Peet. Right. The actual expenditures to date so far as the 
sales programs are concerned, are unclassified and also our estimate 
for the year is unclassified. 


CURRENT AMOUNT OF MASF PROGRAM 

Senator Symington. Admiral, I would ask you or the Secretary, 
what is the amount of the military assistance funds program for the 
current fiscal year? 

Admiral Peet. For military assistance program, the total amount— 

Senator Symtngton. MASF, military assistance service funded. 

Admiral Peet. The MASF program is not my responsibility but 
we could provide the data for the record. 

Senator Symington. Do you know, Mr. Secretary ? 

Admiral Peet. Although I am not involved in MASF funding, the 
total that was just handed to me is $2.73 billion for fiscal year 1973. 

Senator Symington. That is what you plan for the fiscal year 1971? 

Admiral Peet. The fiscal year 1974 total budget authority in the 
budget is $1.8 II billion. However, it is a new ball game as far as recent 
events are concerned and I am sure that will be reconsidered. 

Senator Symington. Do you think it will be less or more? 

Admiral Peet. So far as I know, it would be, less. 
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ft* Vktorn <£>£ 

^Admiral Peet Well, there is certainly a different ball game now 
that we have a peace agreement. We are in the process of evaluating 
and reassessing Ft, and I would rather not make any predictions along 

REDUCED SPENDING CEILING EOE CAMBODIA 

Senator Symington. I am particularly sensitive about the Cam- 
bodian situation 

Smatoi- 1 Symington.' About a year ago I went to Cambodia. I have 
seen a lot of messed up situations, but never seen one to beat that 
setup* 1 This is no criticism of our people there. We tried m the Senate 
to gS a limitation on the aid, but the Administration o^ectedj act, 
there was obiection to even a limit at what it said was wanted. 1 y 
list didn't want to be bothered with any congressional interference 

W T? daTii°fMs m fi3'yeor, yonr obligations for Cambodia the 
proerram totals only $116 million I am told, as against a figure which 
Olveot through the Senate of $311 million. Since more than half 
of this fiscal yearns now passed, is there any reason why the expendi- 
ture^ ceiling for Cambodia cannot be reduced heavily ; and, if so, to 
fio-ure do vou think it could be reduced* 

' Admiral Peet. Senator, the obligation ceiling last year was $341 
million This vear, although I think there is a technical question as to 
whether wehave^ a ceiling under CPA, we are operating under a ceiling 
that is in fact lower than the $341 million. 

Senator Symington. What is that figure . within 

Admiral Peet. It is a total ceiling for aid and we are well within 
the ceiling In fact, right now as you have indicated, for the first two 
quarters fconomic and military assistance amounted to only $116 

^iemtor Symington. Do you think it would bo 

Admiral Peet. It would not be appropriate for me to give a new 

C& Senator Symington. Our economy continues to deteriorate. >Iob°<ly 
would argue that fact. We in the Congress are trying to get a handle 
on what we are spending out of the country. Last year the only handle 
we could get through the Senate was that amount of ^ J 

istration asked for; otherwise enough Senators on both sides ot the 
aisle refused to go for any reduction. But you didn t spend anythin^ 
like wha“^u Xd for. I ask now, what do yon thmk your estnuate 

WO lSfriSfSatorf?Sfirm, it would be just a guess on my 
nart and I would rather not get involved m a guessing game. I would 
Fope you would have confidence in our desire to keep it as low as 

P tl£sS ™Wffl you make a guess and then correct it for 
the record ? 
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Admiral Pf.f.t. I would certainly say it would be less than $300 
million, sir. 

Senator Symington. All right. I thank you. 

Admiral Peet. But I don’t have control of the whole thing. This 
is a total figure for the Government. AID is involved as well s.s the 
Defense Department. 

Mr. Taue. Senator, the supporting assistance program ,for Cam- 
bodia this year will run about $70 to $75 million, and also Public Law 
480 shipments would come under your ceiling also. So that the $116 
million military assistance figure alone might be somewhat misleading. 

Senator Symington. All those items are included in an estimate. we 
have been given, everythin,! mentioned so far. It totals $226 million, 
so I don’t see why you need around $300 million, even as a guestimate. 
I would hope we would try to put sound accounting principles of man- 
agement in this field. 


RECOVERING MONEY STOLEN BY CAMBODIAN MILITARY PAYROLL PADDING 

An article last January said the Minister of Information of Cam- 
bodia acknowledged at a recent news conference that because of pay- 
roll padding by military commanders the Government had at times 
paid salaries to as many as a hundred thousand nonexistent soldiers 
a wasted total of around $2 million a month. 

lias anything been done to get the money back that was stolen 
through this payroll padding? . , 

Mr. Tare. Senator. I think one thing that we need to keep m mind 
about the so-called phantom troops in Cambodia is that those troops 
are paid out of the Cambodian Government’s budget. Now it is true 
that in our program this year of about $70 million of supporting as- 
sistance, we provide commodity imports sold in Cambodia, on t the 
proceeds of some of these go toward that military budget. They go 
toward approximately one-half of that military budget. 

Now, it would be difficult for us in this kind of argument to honestly 
plead that the United States had supported these phantom troops, be- 
cause the payments to ’troops actually on board were considerably m 
excess of the budget that had been undertaken by the TJ.b. subsidy. 
Senator Symington. What, percent of the total Cambodian budget 

does the IT.S. support? . . . , ,, . 

Mr. Tarr. I have said that ve support approximately one-half o.t 

^Seim tor Symington. I understand it is about 75 percent. In anjr 
case if we are nutting up that much of the American taxpayers 
money, don’t we take steps when they admit themselves they have 
been paying 8. hundred thousand, soldiers who were not, there . 

Mr! Tarr. Senator, as you know, we have a small military mission 
there, and one thing we have done through that mission is to help the 
Cambodians install' the kind of 'payroll systems that-—- 

Senator Symington. Mr. Secretary, I understand all that and am 
sure you have a lot of plans and organizations and setups, and I am 
not being critical of you, just asking a question. I would like an answer. 
Have we done anything specific about recovering this stolen mon.y, 
inasmuch as we put up an estimate of 75 percent of their total budget ( 
Have we or haven’t we? That : s the question. 
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tha?th^ r hZf‘lfS X Symi M 01 i’ if 1 Could s P eak to that, let me say 
Hat the belief is widespread that, as you have indicated the Cam- 
bodian Government payroll system was paying a number of troops 
that weren’t on the payroll. That was of concern to the CamboSi 

w w ;nm< ' T i' as f° ourselve s and, in fact, when I was out there 

last November they had just come to us at very high levels and asked 
for assistance m trying to bring that situation under control 

diflK S f y *i hat havm §' an awareness of this problem is quite 
dmerent from having an accountancy of what the shortfall is and 1 

the m m talkin g with °ur people, as they were beginning 

U dually™! 

neacis on the battlefield and see how many people were on board T 

will say that wo made representations at very high levels frequently 

We took severe steps to bring that condition to an end J y ' 

• „™ a l or Symington. I understand that, especially as you are work- 

in S an armv oTu00000 n S m 1 ° n ® y - ^ 1 understand it, we are support- 

er^S^ f ^’^ P nnn Pl ^ H n ° W th< F s - ay ’ the Cambodian Gov- 
ernment ltseir says, 100,000 of those were fictitious. 

PINANCIAL ADJUSTMENT CONCERNING CAMBODIAN MILITARY PAYROLL 

padding 

askmg ’ is there any financial adjustment ? We still have a 

and aio eqmtopfnff 200 000^ b > ambodi f that 1 calls for 2 «>,000 soldiers, 
reported on ? P of S’ ■ il but P®°P le out there to look. They 

pLe^to aX J Vietmm Tb bei Td- Paid t0 g6t soldie ^ f rom the Philip- 
pines to go to Vietnam. The soldiers never got the money. ' 

demand\epayment?° ney ^ and then tUm backs *, « d « we 

thfagreemmt— 1L ’ W ® bave not turned our backs at all. Incidentally, 

Mj^WooTOn^w' 1 ! 05 ' Then what have we done, specifically? 
field Wd w We have worked with their people to go out into the 

staff wild h In 6 °P cratl ug there, as you know, with a very small 
staff which both we and the Congress agree is desirable in Z 

luiT s ™™- *» ™ «*i„i with 

Mr. Nooter. Yes, sir. ' 

you ™ **.»»** - 

they are supportinST 200 OOfff Amon “ n People are being told 

more clear the United States is rnpd n. t 5 d 5 2t 1S b ecomi ug 

scutes is running out of money as the dollar 

90 - 989 — 73 — — i 
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continues to deteriorate. And there is continuing overall deterioration 
in our own economy. If you will supply that for the record I would 
appreciate it, Mr. Secretary. 

EMBARGO ON MILITARY EQUIPMENT TO INDIA AND PAKISTAN 

Have we continued the total embargo on military equipment, spares, 
and supplies to India and Pakistan, without reservation. 

Mr. Tarr. We have. . 

Senator Symington. Thank you. Thank you, Mr. Chairman. 

The Chairman. Senator Case- 
Senator Case. Thank you, Mr. Chaiiman. 

returning military assistance funding to foreign assistance act 

Gentlemen, since 1966 military assistance for Vietnam and Laos 
has been funded out of the delense budget. With cease fires now m 
Vietnam, in Laos, and, I hope, not too far away m Cambodia, do 
vou think the administration would have any objection to returning 
military assistance funding for these countries to the regular roreign 
Assistance- Act ? 

Mr Tarr. Senator, a considerable amount of discussion has gone 
on in the Department of Defense and the Department of State and 
with the White House on this matter since the cease-fire m Vietnam. 

I think that the President has not made a final decision yet vuth 
respect to the total submission of the budget for fiscal year 1974. Put 
I can tell you that we have been exploring this very carefully. 

Senator Case. The administration hasn’t made up its mind yet . 

Mr. Tarr. No. , , , , . „ . 

Senator Case. Mr. Chairman, I would hope that before the Senate 
considers the aid program for fiscal year 1974, the administration will 
advise us what it has in mind so that we may be guided according y. 

We have to make a decision, but we would like to have the administra- 
tion’s recommendation. 

USE OF DEFENSE DEPARTMENT REQUEST FOR SOUTH VIETNAM AND LAOS 

The Defense Department’s budget request for 1974 asks for au- 
thority to use $2,100 million for funding of South Vietnamese and 
Laotian military forces. That is as much as was asked last year before 
the North Vietnamese offensive brought about the need for a supple- 

m °In your judgment — and this is tied in with my questions yesterday 
to Secretary Rogers — can these funds be used or could they be used 
tJ pSS Iftf building bridges, buying bulldozers repemng r,.l ; 
roads, improving transportation systems generally, or for other pur 
poses in connection with rehabilitation of the economy, the mfrasti uc- 

ture of the countries of Indochina? . , 

Admiral Peet. The figures we mentioned a little while a o li the 
fiscal vear 1974 budget are approximately ^ilbon for og* 

Vietnam and $ 0.3 billion for Laos, for a total of Cf o re we 

ever, that was under a different set of ground rules. It was before we 

had 
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Senator Case. This is my question, Admiral. I am asking whether 
that money, in your judgment, can be used by the Defense Depart- 
ment, by the administration, for other than strictly hardware military 
purposes? Can it be used for reconstruction, whatever the amount? 

Admiral Peet. What I am saying, Senator, is that this whole thing 
is out of date, so to speak ; it is overtaken by events. We are revising the 
whole program. 

Senator Case. What is the sense of our considering it now ? 

Admiral Peet. I am sorry, sir ? 

Senator Case. What is the sense of our considering it now if the 
whole thing is in flux ? 

Admiral Peet. Well, it is my understanding so far as this session 
this morning is concerned we are not considering MASF funding. 

Senator Case. We are talking about the balance of 1973, the rest of 
this fiscal year. 

Admiral Peet. But it is not considered MASF funding, and what 
we are talking about is not considered MASF funding; we are not 
talking about those figures. 

Senator Case. I see, on this matter then you are not ready to make 
up a recommendation or to follow up the recommendation in the 
budget. 

Admiral Peet. That is correct, sir. 

Senator Case. So the budget figure 

Admiral Peet. So far as MASF funding for fiscal year 1974 is 
concerned. 

Senator Case. This is massive, all right. What I am trying to get 
at is, do you regard it as proper under existing law to use money like 
this for reconstruction purposes ? 

Mr. Tare. Senator, I don’t believe that we can elaborate any more 
than the Secretary did yesterday on this point. 

Senator Case. No; what he said was that wherever it was possible 
to get away with it you might do it. That is a reasonable paraphrase 
of what he said. He refused to say the administration wouldn’t do it. 

Now I am not asking you what your intentions are. I am asking you 
what, under existing law, you think can be done, because we may have 
to change the law — that is what I am getting at, you see. 

Admiral Peet. Senator, as manager of the program, so far as the 
Department of Defense is concerned, I assure you we will manage it 
within the law. 

Senator Case. That is a fine statement and I think you are right at 
least as you interpret the law in any event. 

Admiral Peet. Yes, sir. 

Senator Case. But that isn’t the question. The question is what is 
the law? 

Mr. Tarr. Senator, I don’t believe we are prepared to answer on that. 

Senator Case. Would you ask counsel to give an opinion on this, 

please? 

Mr. Tarr. We will. 

Senator Case. For the Defense Department, for AID, and for the 
Department of State. 

(The information referred to follows :) 
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Legal Interpketation Ri;gaedihg Use of MASF Funds 
(Supplied by Department of Defense for themselves and Department of State) 

Section 737 of the Department of Defense Appropriations Act, 1973, authorises 
Department of Defense appropriations to be used “for their stated purposes” 
to support. Vietnamese forces. The words “for their stated purposes” have the 
effect of limiting the use of the appropriations line items on behalf of the Viet- 
namese forces to such activities ; nd projects that the Department of Defense 
could perform for the United States Armed Forces. Accordingly, section 737 
does not authorize Department of Defense appropriations to be used for general 
rehabilitation of the economy of Vietnam. 

USK or a: ASF APPROPRIATIONS for RECONSTRUCTION PROGRAMS 

Mr. Tarr. My understanding is that your question is could MASF 
appropriations be used for AID projects for which they were not 
originally intended when the 

Senator Case. As an example, could funds which we are appro- 
priating or expect to be appropriating with the understanding they 
are for military hardware purposes be put into reconstruction pro- 
grams to which we are not necessarily opposed. I am trying to find out 
what authority and what degr ee of flexibility exists. Without blaming 
any of you gentlemen, I would just point out that we have been faced 
in the past with enormous transfers. Cambodia is the example that 
comes most readily to my mind. In that case, the administration di- 
verted hundreds of millions of dollars for the Cambodian military 
aid program without congressional authorization. This is the kind of 
thing I am concerned about, and my interest in it was sharpened by 
my discussion yesterday with the Secretary on the basis of that News- 
week article with which you are all familiar. 

The stair lias just called to my attention that MASF funds are 
already being used for civil engineering purposes. What is the author- 
ity for that, Admiral ?■ 

'Admiral Feet. The general authority for MASF activities is sec- 
tion 737 of the DOD Appropriations Act, 1973. 

Senator Case. Yes. I am not necessarily criticizing the purpose. I 
want to know about the legislative, authority and the flexibility that 
the administration believes it has. 

Admiral Pert. Yes, sir. 

Senator Case. This is what we are concerned about ; at least this is 
rriy own concern. 

CLASSIFICATION OF FOREIGN MILITARY BASE AUTHORITY LIST 

Why was the list that we got for count ry-by-country authority lor 
foreign military base establishments sent up as secret? We are very 
glad to have the information, but why was it classified as secret? 
Could you find this out for us ? 

Admiral Feet. I will check and find out, and supply it for the 
record. 

Senator Case. Do you have any idea? Were you familiar with this 
list ? 

Admiral Peict. No, sir, I was not. 

Senator Case. I see. Would you find that out for us and have the 
information furnished to us ? 
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Admiral Peet. Yes, sir ; I will find out. 

(The information referred to follows :) 

■CLASSIFICATION OF COUNTRY -BY-COUNTRY LIST OF FOREIGN MILITARY INSTALLATIONS 


(Supplied by Department of Defense) 


Tlie list entitled “Agreements Authorizing US Military Installations in For- 
eign Countries and Areas,” January 23, 1973, is classified SECRET due to 
individual entries liaving that classification (indicated by an (S) preceding 
each item). There are also items classified CONFIDENTIAL (indicated by a 
“(C)” preceding each item). The items not preceded by an (S) or (C) are 
unclassified. The classification of the entries is governed by the classification 
of the agreements to which they refer. 

Senator Case. At the moment, Mr. Chairman, I think I have taken 


as much time as I should. Excuse me. 

The Chairman. Senator McGovern. 

Senator Symington. Would the Senator yield? 
Senator McGovern. Yes. 


STATEMENT ON QUESTION OF CAMBODIAN PILFERAGE 

Senator Symington. You have a statement you mentioned in reply 
to my question. W ould you read it if you have it ? 

Mr. Tarr. It is three pages long and if the chairman wants it read 
we will read it. (Seep. 49.) 

Senator Symington. Thank you, Senator McGovern. 


MIL I TAR Y AID TO CAMBODIA IN VIEW OF CEASE-FIRE AGREEMENT’S 

PROHIBITION 

Senator McGovern. Mr, Tarr, article 20(b) of the Vietnam cease- 
fire agreement concerning Cambodia and Laos has this to say, and I 
quote from the agreement : 

Foreign countries shall put an end to all military activities in Cambodia 
and Laos, totally withdraw from and refrain from re-introducing into these 
two countries troops, military advisers and military personnel, armaments, mu- 
nitions and war material. 

As I understand it, the bill before us would fund a considerable 
amount of military aid for Cambodia. Two hundred ten million dol- 
lars was requested for the 1973 fiscal year. 

As I understand it the military budget for Laos comes out of the 
Defense budget. But how can additional military aid be furnished to 
Cambodia in view of the specific prohibition of such military aid 
under the Vietnam cease-fire agreement, as lias been mentioned in the 

press ? . 

Mr. Tarr. Senator McGovern, my understanding is that subpara- 
graph (b) of article 20 to which yon refer must be read in context 
with subparagraph (a) which simply says that the parties to the 
agreement will abide by the Geneva agreements on Cambodia of 1954 
and on Laos of 1962. 

We ourselves raised questions on this point, and we were assured 
by those from the State Department and the White House who were 
involved in these discussions that the understanding at the time of the 
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cease-fire agreement was that subparagraph (b) could not be read 
except in thes Context of subparagraph (a) . 

Senator McGovern. The net - result of that, whether you read it in 
context or not, is to prohibit n ulitary aid ; is it not ? 

JVlr, Tarr. K ot under the Geneva agreements. 

Senator McGovern. I don’t see how the language I read from article 

an fnd t S g ali n « s V d t0 m i llCary actlvities in Cambodia and Laos and 
an end to all shipments of munitions and war materials, is qualified 

m any way. It is a flat prohibition against any further military shin 
tbfSl! tliat area by either side. It is not really a question of what 
he other side is doing. I don’t see how either side can do it As I 

tince. ’ ** ^ unquallfied Prohibition against such military assist- 

Mr. Iarr. Senator, all I can tell you is that we have been told that 
' e ^o^orptandmg was that chapter 7 regarding Cambodia and Laos 
vas to bring back in force the Geneva agreements that do permit at 

assistance. 8 ^ YanOUS ^ OVtraments Evolved items o/militery 

Senator McGovern. That is just one more piece of the evidence that 
seems to be growing, as far is I am concerned, that this agreement 
which we are arriving at now in 1972 and 1973 is pretty nmch a re 
statement of what we found unacceptable in 1954. If what you sav is 
true, then even the language :n this agreement has its validity in the 
1954 agreement and it really underscores the tragedy of Si these 
tilings we have been doing for tin last 19 years if we are now going to 
l lth tb V amC agreement we found unacceptable backhi 19M 
m t n ia f t we have accomplished over the last 19 years 
(The articles referred to follow :) years ‘ 

[Prom the New York TlmeB, Feb. 3 , 1973] 

Arms to Oambouia and Laos Debated— Pentagon Said To Feel Pacts Bar ftw„ 
With the State Department Differing B H 

(By John W. Finney) 

yS^SRSSi. »• a,e 

Senate Democratic sources report that they have been informed hr n 

partment officials that the Defense Department is ^ a ! e P e ' 

partment, and apparently by the White House office of Henry! K'Lsir^nr^ 

Unue military aid to Laos and Cambodia and not to withdraw anv of thn mirt 
a lw » “"*«•«• The aw amount, to «L,e JMoSSjJ 

sag sstssasas 
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Cambodia and the 1962 Geneva Agreements on Laos — agreements that basically 
establish the independence and neutrality of the two nations. 

Section B of Article 20 goes on to provide : “Foreign countries shall put an end 
to all military activities in Cambodia and Laos, totally withdraw from and re- 
frain from reintroducing into these two countries troops, military advisers and 
military personnel, armaments, munitions and war material.” 

PENTAGON CITES ON SECTION 

It is Section B that Defense Department officials cite in questioning whether a 
continuation of the military aid programs is permissible under the agreement. 

To Defense Department officials, the clear intent of this section is to cut off mili- 
tary aid to the two nations, although no precise deadline is set for the 
termination. 

However, State Department officials, in arguing that continued military aid is 
permissible, cite Section A of the article, which calls on all parties to respect the 
1954 and 1962 Geneva accords. They note that both the 1954 Agreements on Cam- 
bodia arid the 1962 Agreements on Laos permit each country to request and re- 
ceive military aid needed for self-defense. 

Therefore, State Department officials contend, the Vietnam cease-fire agree- 
ment permits military aid to be continued if requested by the governments in Laos 
and Cambodia. Describing Section B as redundant, they said they were governed 
by Section A. 

The present intention, State Department officials said, is to continue military 
aid to Laos and Cambodia unless such aid is specifically prohibited in any truce 
agreements worked out by the contending factions in the two countries. 

The Senate majority leader, Mike Mansfield of Montana, said in an interview 
that he would advocate “a cut-off of military aid to Laos and Cambodia as soon 
as a cease-fire is reached and a truce is arranged.” 

In the defense budget submitted to Congress earlier this week, the Administra- 
tion asked for $2.1-billion in military aid for South Vietnam and Laos in the 
fiscal year beginning July 1, with about a sixth of the total for Laos. Military aid 
for Cambodia is handled in separate legislation that has not yet been submitted 
to Congress. 

MANSFIELD FAVOBS CUTOFF 

For the current fiscal year, which ends June 30, the Defense Department has 
scheduled $49-milllon in military aid for Laos plus $50-million in “supporting 
assistance,” an indirect form of military aid used to help a nation carry a heavy 
defense budget. 

For Cambodia, the Defense Department has proposed $209.5-million in military 
aid in the current fiscal year, plus .$75-million in supporting assistance. 

Because of a stalemate that developed in the last Congress on foreign aid 
legislation, however, foreign aid for Cambodia and other countries is being pro- 
vided under a continuing resolution, with spending at basically least year’s rates. 
That continuing resolution expires at the end of this month. 

The United States maintains a military mission of more than 500 in Laos. 

In Cambodia, where the United States resumed military aid in 1970 after the 
ouster of Prince Norodom Sihanouk as chief of state, there is a 50-man “military 
equipment delivery team,” that is not supposed to give military advice to the 
Cambodians. 

U.S. Air Stbikes in Laos 

Honolulu, Feb. 2— The Office of the Commander of United States forces in 
the Pacific said today that American aircraft continued bombing missions in 
Laos for the fifth straight day. 

A three-line announcement said only that United States aircraft, including 
B-52’s, continued operations over Laos at the request of the Laotian Government. 


[From the Washington Star-News, Feb. 8, 19731 
Indochina Abms Loophole? 

(By Oswald Johnston) 

The United States is free to continue supplying military aid to both Laos and 
Cambodia after a cease-fire there, the State Department said today. 
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Despite language in the Vietnan peace agreement banning a reintroduction 
of war material into Laos or Cambodia after tie withdrawal of foreign troops, 
the State Department says the agreement allows continuing aid to the established 
governments, both of which hare been IT. 3. allies in Indochina. 

State Department spokesman John F. King said this interpretation of the 
complicated article in the Vietnam peace document referring to Laos and Cam- 
bodia was not objected to by Ncrth Vietnamese negotiators when the agreement 
was hammered out last month. 

King refused to say however, whether this point was covered in a secret under- 
standing, either oral or written, with the North Vietnamese. 

“The right of the governments of Laos and Cambodia to import arms for self 
defense is in no way impaired,” Bing said. 

To explain tills. King pointed ant that the peace accord’s ban on reintroducing 
war supplies “has to he read in context” of language saying the Geneva Agree- 
ments of 1051 and 1962 are still to be enforced. 

Under those accords. King explained, the governments of both Laos and 
Cambodia are allowed to receive aid, military and economic, from “any source.” 

“In negotiating Article 20 of the Vietnam agreement (which refers to Laos and 
Cambodia cease-fires and foreign troop withdrawal), there was no intent to 
change those accords of 1954 aid 1962,” King said. 

The operative language in A: -tide 20 is aimed at withdrawal of the North 
Vietnamese forces now operating in both Laos and Cambodia. The terminology 
“foreign troops” also refers, however, to U.S. ground forces operating in Laos 
and to Thai troops who have been fighting on the government’s side in Laos. 

There is one hitch in this reading of the Laos-Cambodia situation, and King 
declined to discuss it. This is the fact that the North Vietnamese recognise as 
the governments of both Laos and Cambodia the rebel forces they have been 
supporting. 

The Laotian rebels, the Pa the ; Lao, regularly refer to the Royal Laotian gov- 
ernment of Prince Souvanna Phourae (as the State Department styles it) as the 
government in Vientiane— the current and temporary capital of the country. 

Likewise, forces loyal to Prince Norodom Sihanouk, the deposed Cambodian 
ruler now in exile in Peking, refuse to recognize the legitimacy of Premier Lon 
Nol’s regime in Phnom Penh. 


[Prom the 'Washington J’ost, Peb. 6, 1973] 

United States Can Give Asms To Laos, Cambodia, State Depabtment Insists 

The United States can continue to supply arms to Laos and Cambodia under 
the Vietnam peace accord, the State Department said yesterday. 

The statement, issued by department spokesman John King, came in re- 
sponse to it New York Times report Saturday that there was division be- 
tween tiie State and Defense departments over interpretation of this point in 
the peace accord. 

The newspaper said the Defease Department felt a provision requiring for- 
eign countries to refrain from military activities in the two Southeast Asian 
countries, including the reintrod action of arms and war material, banned future 
U.S. military aid. 

But King said that Article 20 of the Vietnam cease-fire agreement, which 
contains the provision banning reintroduction of troops and war material, allows 
the supply of arms to the governments of Cambodia and Laos for self-defense. 

lie cited Paragraph A of Arlicle 20, which calls on the Vietnam cease-fire 
signatories to adhere to the 1954 and 1962 Geneva agreements. It is these 
accords that allow the supply of arms for self-defense, the spokesman explained. 

The State Department would not address itself, however, to the question of 
whether North Vietnam or China would be free to supply arms to Prince Noro- 
dom Sihanouk, whom they recognize as the legitimate head of Cambodia. 

King said that “in negotiating An icle 20 of the Vietnam agreement there was 
no intent to change those [The Geneva! agreements.” The agreements ended 
French involvement in Indochina ind established the neutrality of the two 
Southeast Asian countries neighboring Vietnam. 

King said that Paragraph B of Article 20, which The New Tork Times said 
was read by uhe Defense Department as a ban on future U.S. military aid, was 
aimed at foreign troops and the anus they had with them. 
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When asked whether the removal of foreign forces provided for in this sec- 
tion meant that the roughly 4,000 so-called Thai volunteers ^ fighting : ™ the ™ya 
Laotian side must be withdrawn, King said only that the agreement meant 

<a ui 0r mfmary°atd to Laos and Cambodia is currently running at about $500 
million a year. 


[From the New York Times, Feb. 15, 1973] 

Future Military Aid to Laos 

To the Editor: John Finney’s Feb. 3 report that the Sta ^.,^ a „ 1 ^ n ™ t L a a "g 
the Defense Department hold differing views over fiiture militarj^aid ti^L^ 

s^s2^-s!Kffl.-s 

! FSSiSSlKffi 

SElTO?Twas durable to reduce the Lao Army from its wartime strength of 

15 000 to a level needed for routine police work. • TT q __ 

■ T , Qfnta Dpmrtment that urged a massive commitment of U.S. re 

Dhiefs’ view More importantly, they persuaded the TJ.S. Government to suppuii, 
u lfo Army' of 25,000, or a (leper cent increase in the size of an army the U.S. 

inflation, the U.S. had to pour massi e Moreover, with so many young 

‘“T»" ,r.7“ ££,SKS> rice te feed IWH; ■«. 

Sr* «»“ "srs 2SSS4JSS5 css?*—’ «» 

In the mid-fifties, a 1 fee: * the prohibition inherent in the 

mend a cut in the ,, a establishment of a Military Assistance Group 

^Taos tfsXTvtee training' Ironically, Pentagon officials today are question- 
m Laos to supervise train y a id ls permissible under the Vietnam 

Sce W »Smm“o“ni one el.u.e of the agreement, they cay it isn't; citing 

parallels al.ny. enlighten. Some- 
This is not mean 1 “ “, USb h has been said to make clear that Congress 

f very persimMve case^ Indeed before it concludes again that 
fu Southeast isia the Pentagon is always wrong and the State Department is 

always right. Charles W. Maynes, 

New Yorlc, FeJ). 6, 191S. 

(The writer is a former foreign service officer, U.S. Embassy, Laos.) 

TJSE OF U.S. AID TO FINANCE COMMERCIAL! UVIIOIUS 

Senator McGovern. In another connection, Mr. Tarr, as you know, 
much of the U.S. economic aid to South Vietnam, Cambodia, and Laos, 
I think a very high percentage of it, is now used to finance commercial 
imports. There have been stories appearing m the press over the last 
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f<iw months, two of which, Mr. Chairman, I would like to ask unani- 
mous consent to have made part of the record 

The ( hrATRMAN. Without objection it is so ordered. 

(The information referred to follows:) 

[From the (Washington! Sunday Star and Daily News, Nov. 26, 19721 
Cambodia's Elite Grows Rich With U.S. Aid 
(By Tammy Arbuckle) 

Phnom Penii, Cambodia. — T he Cambodian economy is running on a “more busi- 
ness than usual” basis despite he war, courtesy of the American taxpayer, diplo- 
matic and Cambodian officials who are disgruntled with rampant corruption and 
fat living in this capital say. 

“There is no belt tightening here,” one diplomat said, commenting on effects 
of the war on Cambodia. The vehicle which brought opulence in time of war is 
once again the same as in tlif other countries of Indochina, an American eco- 
nomic aid program with the same old ingredients, the setting up of a corrupt local 
official and Chinese merchant elite, insufficient control ofdj.S. funds, economic 
thinking on the part of American officials which takes no account of the effects of 
li.S. economic- aid on the recipient country’s society and. in the case of Cambodia, 
outright bribery of a foreign government. 

mors For, imports 

American economic aid to Cambodia is tied almost completely to financing im- 
ports into Cambodia. This is done through two programs — the Commodity Import 
Program (CIP) and the Exchange Support Fund (ESP). 

IJ.S. officials in Phnom Penh admit one of their aims is to keen the Cambodian 
volume of imports at a prewar level. After two years of war, Cambodian exports 
of rice, rubber and tobacco have become almost non-existent as the Communists 
bave seized control of large areas of the countryside, cut roads and rail com- 
munication. Of course, without exports, Cambodia cannot pay for imports. There- 
fore the Uni ted States has stepped in to finance Cambodian imports. 

Of- MI-LEX PLAN 

American economic reasoning on financing Cambodian imports is this ■ the out- 
break of war in Cambodia brought about a large Cambodian military budget. In 
order to pay the troops and other war expenses, the Cambodian National Bank 
printed large numbers of banknotes for Cambodian government use. This meant 
there was a large supply of money in the country. As people had more paper 
money there was a corresponding rise in prices and inflation. The United States 
by financing imports, makes goods available to soak up the extra money supply 
and movement of currency generates funds for the Cambodian government 
through customs revenues and taxes. 

It all sounds very feasible until a close look is taken at the *110 million U S 
aid economic program and what it actually does. 

Home $75 million is budgeted in fiscal year 1973 for the CIP, an amount eco- 
nomic sources say is about $25 million in excess of Cambodia’s actual import 
needs. Home of the money is being used to import luxury articles such as air 
conditioning equipment and television sets. 

EUTE FORMED 

Informed sources say it is ridiculous that these luxury articles should be im- 
ported 1:o- be sold to a small group of people who can only afford them because 
of the large profits they make oui; of the CIP in the first place. 

This group is a small elite group of high-ranking Cambodian officials and 
businessmen. They are getting rich because the U.S. import program allows rhem 
to import goods from the United States at a preferential rate of 130 Cambodian 
riels to the U.S. dollar compared to a current market rate of about 190 riels to 
the dollar. These businessmen do nor pass on this bonus t.o the Cambodian con- 
sumer whom they charge at the 190-riel rate this profit is instead transferred into 
black market U.S. dollars which are slipped out of Cambodia to Hong Kong 
and Singapore, large-scale capital flight of Cambodian foreign exchange. 
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U.S. embassy officials, asked about this state of affairs, explain lamely that 
Importers have a waiting period for goods purchased in the United States of live 
or six months. Without this preferential tariff they would not risk funds to order 
U.S. goods. Because it is U.S. money involved Congress insists Cambodia buy 
U.S. goods officials said. 

Junior officials in the Cambodian ministries complain this preferential tariff 
system has led to formation of a small business elite while the ordinary Cambo- 
dian has various imported goodies dangled in front of his eyes which he can’t 
afford. Desire to have, luxury Items lias led to an increase in already rampant 
corruption in government offices and social dissatisfaction, sources said. Nor does 
the Cambodian government benefit from customs revenues or taxes. Economic 
sources charge there have been irregularities in the agency which processes im- 
porters applications and importers have not been paying customs dues or tax. 

“Cambodia is an undisciplined society, there is no way of checking on these 
things here or collecting revenues properly,” sources said. Thus the U.S. aim of 
adding to government revenues is imperfectly attained. 

Sources here say the U.S. Cambodian import program would be more viable 
if it were confined to essential goods for the average Cambodian, cumbersome 
paper procedures eliminated making faster delivery times, the preferential tariff 
eliminated and therefore more Cambodian riels soaked up. U.S. financed imports 
and the whole tied to cleanup of corruption in various Cambodian government 
departments, particularly customs. . 

The CIP accounts for 70 percent of Cambodian total imports, lhe remainder 
is handled through the exchange operations fund, a $35 million fund to which 
the United States officially contributes $12.5 million. 

U S economic sources here are enthusiastic about the ESF because the Cam- 
bodian national bank fixes the dollar-rlel rate daily, forcing would-be importers 
to bid for dollars for their import needs. This prevents “runs by merchants on 
US -supplied funds, U.S. officials say, because the bank can enforce a high ex- 
change rate simply by refusing to sell dollars if importers’ bids are too low. 

OUT OF SIGHT 

This should not give U.S. officials reason for jubilation, however. What ESF 
does in fact is provide the Cambodian government with foreign exchange with 
which it finances local businessmen to Import .luxuries from countries ^ ^pin. 
The United States has no means or rights to audit just how the $12.o million 

SscSSSSs SttESS *S5 

chief failed to appear in court. 


[From the New York Times, Nov. 30, 1972] 

Cambodian War Enriches tun Corrupt, Debases the Poor 
(By Sydney II. Sclianberg) 

—r ? 

m °At h the other end of the scale hundreds of thousands of Cambodian refugees 

„P-t^ 'o”e d d ttK— CtlS3 

routes and officials have engaged in profiteering with the emergency supplies 
h'Tif Iffugec^hve^new shantytowns, in empty railroad cars and with rela- 
“■ r,‘S .it*, two „„„ o i,.n ,, T of w«t-« 

country B Qf open gtotfn opoce. that i, now a conntr, of hmn.n uttuU. *»• 
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people huddle in the isolated towns and cities still under Government control 
ami await tiie next rocket or sapper attack by the Communist forces, which are 
all around them. 

“The mind protests,” says a refugee who used to be a farmer and is living in 
a hovel and driving a eycio — a cycle rickshaw — to earn a meager living. He taps 
his forehead and wrinkles his lace in pain to get his meaning across: “I used to 
work six months and relax six months. Now I have to work every day the whole 
year. And the only rice 1 can afford is the poor quality we used to feed to our 
livestock.” 

Mis litany of dejection is endless : “There is no way to leave the city, it is too 
dangerous. There is no place to take the family to play. All we have here is noise 
and smoke from the motorcycles and ears. This is a very bad time for the 
poor.' 

it wouid take a lot to truly despoil Pnompenh, to mar its soft and sleepy and 
pleasantly decadent visage, to turn it into a mean and debased Saigon- — but 
some ugliness lias intruded. 

Though there is a 200 per cent duty on cars, and only one has been brought 
into the country through the legal procedure this year, Hie streets of Pnom- 
penh- -once graceful, virtually empty avenues lined with flame trees — are 
crowded with the late-model vehicles of the well-to-do. 

ffainl accidents, a rarity before, have become common. On a recent morning 
a Mercedes- Benz driven by a Frenchman struck a young girl on a main avenue. 

Her sprawled body lay for over an hour, its outline traced in chalk by the police, 
before it. was taken away. A large crowd gathered on the sidewalk and stood 
silent, staring — testimony to ti e newness and unreality of a traffic death. 

There are other new things — more barbed wire, more military policemen with 
whistles that, always seem to be shrilling and a 10 P.M. curfew. There are also 
new bars and dance halls — Tropic-ana, Miami, Golden Ilorso and Amigo— built 
in anticipation of an American influx. Though some Americans do come despite 
an embassy edict discouraging it, those watering places are usually tilled with 
Cambodian Army officers spending money by the fistful on whisky and girls. 

The prostitute who used to cruise the streets in languid armies of rickshaws 
that would deftly cut prospective customers off at the pass now operate more 
conventionally from the bars and from the sidewalks outside hotels. Their lan- 
guage is also changing — from dulcet French to the crude G.l.-inspired pidgin 
IOuglish of the Saigon bargirl. 

“You No. 1.” coos Su Yen, a Chinese girl working at Korea House, where the 
band plays ear-piercing electronically amplified American rock. “You -come my 
house?” Su Yen persists. “You come tonight? Tomorrow night? You No. 1.” 

The Cambodian people are known for their easygoing, untroubled, laughing 
manner, but the war has cut its psychic scars. 

A Swiss drug salesman said: “The biggest part of my business here has be- 
come tranquilizers. I know it sounds crazy. You see these people smiling all the 
time, they look happy. But they’re buying tranquilizers now. They don’t show 
it— the tension is all Inside.” 

There are not many places a Cambodian can run to if the Communists attack 
his community. The enemy — the Ncrth Vietnamese, Vietcong and Khmer Rouge — 
already controls at least three-quarters of the country, which is about the size 
of Missouri, and 40 per cent or more of the population of seven million. 

Only the larger towns along die main roads in the west remain in Government 
hands, and most of these can be reached from the capital only by air because the 
Communists keep cutting the roads 

A road that is open more often than most is the one from Pnompenh to Kom- 
pong Cham, a province capital co the northeast. Mik Ning, a 21-year-old intercity 
taxi driver who makes the 180-mile round trip twice a day with his Peugeot 
usually packed, circus-clown fashion, with about 15 people, conceded that the 
ride was risky hut said it wan too lucrative to give up. He makes about 2,000 
riels, or .flO a day — handsome pay in a country with a per capita income of .$150 
a yea r. 

He related that he saw the enemy all the time and that they treated him 
politely — “certainly better than the Cambodian Army.” 

‘“The Cambodian soldiers keep asking me for money at different checkpoints 
along the road.” he explained. “It makes traveling very expensive. Two weeks 
ago they .asked me for too much and I refused and drove off without paying. 
They started firing at me.” 
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Asked if there had been any damage, he said : “Not much — just one bullet 
hole in the back of the car. The only thing is, it killed one of my passengers.” 

The shakedowns by Government soldiers, which have become common, are 
not surprising, considering their pathetic pay — less than $20 a. month at a time 
when food prices are soaring. 

Only a few got a chance at shakedowns. Despite this thousands enlist because 
for many men — and boys — the army is the only place they can get a job and get 
paid at all. And it becomes just that— a job, no matter how unpleasant. 

A general on Route 4 is asked the age of a nearby child in uniform who insists 
he is 12. “He is 9,” the general says, conceding that according to the rules he is 
too young. “But they come here and plead with us to join, and if we refuse them, 
they cry,” the general adds. 

They may cry over being rejected, but they do not cry in battle. And the horrors 
of war are no less ghastly in Cambodia than they are in Vietnam. 

It is common for a Government force to open a stretch of road after an inter- 
mittent but fierce fight lasting three or four weeks to find macabre tableaus of 
the putrefying bodies that they had been unable to retrieve. Skeletons leer from 
green uniforms, the neckbones still adorned with the magic scarves that were 
supposed to protect their wearers from death. A bony foot detached from the 
rest of the body still stands upright in its boot. 

The Cambodians wear no dogtags, so identification is virtually impossible. 
Soldiers, covering their faces against the stench with their own magic scarves, 
toss aside the uniforms and collect the bones in sacks to be delivered collectively 
to grieving families. 

There is brutality on both sides — mutilation of bodies, killing of prisoners. 

A Cambodian colonel trying to open Route 5 was asked if he had taken any 
prisoners. “No,” he replied emotionlessly, “we have no prisoners. My men killed 
them all and cut off their heads.” 

Except for Pnomphenh and its immediate environs, most towns in Cambodia 
have been badly damaged if not nearly destroyed by a combination of allied air 
raids and enemy shelling. For all the scars, the countryside is still lush and green 
and fecund— a wonderland of fertility. Ducks glide on lotus ponds, healthy cattle 
graze on the verdant roadside, and, almost by magic, bamboo, bananas, coconut 
palms and rice grow everywhere. 

In Pnompenh, except for the refugees, there is little sense of the war. Colonels 
who never leave the capital, who have never been near a battle, drive around in 
fancy jeeps with mounted machine guns, flashing red lights and sirens, guarded 
by soldiers armed with new American M-16 rifles, while some troops in the 
field are still carrying inferior carbines. 

“I don’t have a jeep because I refuse to pay off headquarters to get one,” a 
disillusioned colonel relates. “Everyone who won’t pay has to walk or hitch rides 
or take cyclos. Everything requires a bribe to someone. It’s the same when you 
want to see Lon Nol. You have to pay someone.” 

The corruption has grown considerably — in direct proportion to the growth of 
American aid, which was zero in 1969, when relations with Cambodia were re- 
sumed after a break of four years, and has soared to $300-million a year, two- 
thirds in military assistance. 

The corruption — in particular, the pocketing of army payrolls and the selling 
of food and military supplies to the highest bidder, including the enemy— is uni- 
versally confirmed here by foreign diplomats and other independent observers. 
A Western diplomat, referring to the traffic with the Communists, says incredu- 
lously : “It’s as if a British Cabinet minister sold Spitfires to the Germans in 
World War II. There’s no hope for this country in this atmosphere of corruption.” 

At the Ministry of the Interior, the office of the powerful Lon Non — President 
Lon Nol’s younger brother, who many people say Is the real power — is somnolent. 
Lon Non, a brigadier general and the Minister for Liberation and General Mobili- 
zation, is away. The large office is occupied by two men playing cards and two 
women knitting. 

The rest of the capital, however placid it appears, is operating under severe 
strain. The population, about 600,000 before the war, has been swelled by refugees 
to 1.2 million. It is sometimes swelled even more by the several hundred thousand 
who pour in as the war ebbs and flows. 

Water, power and sanitation facilities designed for half a million people are 
near collapse. Tower breakdowns are so frequent that people in some neighbor- 
hoods spend more hours each day without electricity than with it. The schools are 
so overcrowded that they have been put on three shifts. 
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AIi is I. Cambodians feel helpless to alter the unhappy situation, for tlieir once- 
I)roud empire has long been at the mercy of peoples and historical forces beyond 
its control. 

‘ Cambodia is swinging in the wake of South Vietnam,” an educator said. “If 
South Vietnam goes to paradise, we will go halfway. If South Vietnam goes to 
hell, we will get there lirst.” 


[From tile New Cork Times, Feb. 15, 1975] 

Am and Vietnam Future — As the Factions Contend in the South, Fcbeign 
IIei.p Will Be Political Weapon 

(By Flora Lewis) 

Paws, 'Fel>. 14. — Although continuing official Vietnam meetings remain focused 
on the stability of the cease-fire, various talks are getting under way between 
the rival South Vietnamese factions about their country’s political future. 

The key, as seen by Vietnamese here of assorted allegiances, is the form in 
which foreign economic aid is delivered and administered. In a sense, the aid 
will he lo the forthcoming political warfare in Vietnam what United Slates 
air power was to warfare even after the Americans withdrew from major 
ground combat and undertook Vietnainization : By eitiier its presence or its 
absence it will have intense effects. 

This is so in both North and South, hut in quite different ways. 

Reconstruction aid is a major tool with which the United States hopes to 
wedge the North into a position of desiring to maintain the peace long after 
the last American G.I. and P.C’.W. have gone home. 

'flu* Urst step in that policy was taken during Henry A. Kissinger’s talks in 
Hanoi. As a result, it was announced today, the United States and North Viet- 
nam have agreed to establish a joint commission to develop mutual economic 
relations. 

In the South aid will unavoidably become a major weapon among the rivals 
for political ascendancy. Whether it is delivered by the United States and 
other countries directly or through international organizations, the way it is 
used and the South Vietnamese groups that handle it and direct its use will 
be politically crucial. 

South Vietnamese Communist officials in Paris, according to some people 
involved, have begun energetically seeking contacts with non-Oommunist South 
Vietnamese exiles to discuss future polities. 

DIR5CT AID CONTINUING 

One tiling they have been bilking about is economic aid. The sources said 
that the Vieteong did not object now to continued direct United States delivery 
of economic support to President Nguyen Van Thieu, pointing out that in the 
period between cease-fire and peace they too are getting direct support from 
their allies. 

Tn any case, that view was implicit in the Communists’ abandonment of tlieir 
long-standing demand that Mr. Thieu be removed before a cease-fire and in 
their willingness to sign an agreement that left negotiations for a political 
settlement to the South Vietnamese. 

The Vieteong are now looking further ahead. 

The first step in the negotiations, as defined in the cease-fire accords, is to 
be the establishment by Saigon and the Vieteong of a “National Council of 
National Reconciliation and Concord,” in three segments. 

The two sides are pledged “to do their utmost” to set up a council within 00 
days of the cease-fire — a deadline unlikely tn he met but which nonetheless exerts 
some pressure. The third segno nt was in no way defined, and it will be a vital 
consideration for both sides. 

The assumption during the negotiations was that it would somehow represent 
the many South Vietnamese factions whose allegiance has not. been dearly tied 
either to the Vieteong or to President Thieu's Government. 

The haggling during the cease-fire negotiations and conversation with flic rival 
parties since then have demonstrated that Mr. Thieu and the Communists have 
sharply different ideas about the third segment and the council’s role. 
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All the signs have been that Mr. Tliieu does not trust his non-Communist op- 
position, in the country or in exile, to support him against the Communists in the 
council. 

On the other side, there has been mounting evidence, both in public statements 
from Hanoi and in private comment in Paris, that the Communists look to the 
third segment as a most important element in their long-term plans. 

North Vietnamese and Vietcong leaders have said repeatedly that they do not 
aim for a Communist take-over in the South but for a “national democratic 
revolution.” South Vietnamese nationalists here believe that this is true and 
that it reflects the Communists’ awareness that they do not have the strength to 
dominate the country — that they must look for third-segment people who will co- 
operate. 

BOLSTERING SAIGON’S HOPES 

The aid question enters at this point. If economic support is channeled through 
Saigon, it will greatly enhance the likelihood of a thumping victory for the Presi- 
dent when the time comes for election of a postwar government. Therefore the 
Communists have begun to talk with likely third-segment adherents about the 
desirability of channeling aid through the national council — which Mr. Thieu 
can he expected to resist, since it would give the council just the governmental 
power he has refused to relinquish. 

Under the best of circumstances large infusions of foreign goods and money 
have a distorting influence on national life. This is more the case in an under- 
developed country, especially so in a war-torn country and overwhelmingly so 
in a country riven by civil, strife. 

The United States never did find a way of delivering economic aid to South 
Vietnam without producing deep social disturbances. The postwar problem will 
be intensified by the political struggle. 

It is an issue that, goes beyond the power of the Vietnamese to settle among 
themselves. Willy-nilly, the way foreign suppliers, including the United States, 
decide to deliver help will be a form of intervention favoring one South Viet- 
namese faction or another. It Is likely to involve the United States, the Soviet 
Union and other countries in the Vietnamese dispute until there is a new South 
Vietnamese government recognized by all. 

USE OF U.S. COMMERCIAL IMPORT ASSISTANCE 

Senator McGovern. One is from the New York Times by Miss Flora 
Lewis on February 15, and one by Tammy Ar buckle is from the Sun- 
day Star, November 2G last year. Both these articles make the point 
that much of the commercial import assistance that we are giving to 
those countries has been used not for the intended purpose, or what 
I assume to he the intended purpose, but to import luxury items and 
widespread corruption is reported in this program. 

Mr. Arbuckie said in his article : 

Some $75 million is budgeted in fiscal year 1973 for the CIP (commodity im- 
port program), an amount economic sources say is about $25 million in excess 
of Cambodia’s actual Import needs. Some of the money is being used to import 
luxury articles such as air conditioning equipment and television sets. 

The other articles make the point that there is widespread corrup- 
tion in the use of these commodity import funds. Money is not being 
used to meet the real needs of the country but to benefit the rich in those 
countries. 

Could you comment generally both on these reports about corrup- 
tion and also the channeling of this aid into luxury items that benefit 
the rich at the top rather than strengthening the country as a whole ? 

Mr. Nooter. If I could answer that, Senator. 

Senator McGovern. Yes. 

Mr. Nooter. The commodity import program, particularly in Viet- 
nam, has been under the most close scrutiny for many years. There 
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were problems back in the middle sixties in getting that program 
started, but in the last number of years our many, many interna] in- 
spections and GAO inspections in that program have shown only the 
most minimal kind of diversions or difficulties in administering it. 

Cambodia, being a new program, has been somewhat more difficult, 
but on the whole, the handling of the commodity import program has 
gone reasonably well. 

Now, I will' say that the:e ;s a certain portion of the imports in 
those countries which are not part of the commodity import program 
per se that is paid out of free foreign exchange available to those 
countries from other sources, some portion of which goes for luxuries. 

Our observation in Vietnam particularly, and also in Cambodia, is 
that these amounts are not excessive. Of course, it is always very diffi- 
cult to try to detine what you call a luxury and what isn’t. They do 
have some television sets in Vietnam, for example, and I guess those 
can all be classified as luxuries, but out of the total import bills for 
those countries, frankly it is our observation that the amount of lux- 
uries has been minimal. 

Senator McGovern. Mr. Nooter, would you challenge the source in 
the Arbuckle. article here where it estimates that of $75 million for the 
commodity import program in Cambodia, $25 million is in excess of 
Cambodia’s actual import need? Do you disagree with that? 

Mr. Nooter. Yes, I would challenge that. Our observation is that 
the requirement will lie very close to the $75 million — as the Secre- 
tary says, some. where between $70 and $75 million that fiscal year, 
and that is based on very recent review's of those requirements. 

Senator McGovern. Could you estimate how much each of the coun- 
tries, Cambodia, Laos, and South Vietnam, has imported from Japan 
or from other Asian countries? Could you have an estimate on that? 

Mr. Nooter. I can give you a rough estimate and we can also submit 
some figures for the record. 

(The information referred to follows :) 

INDOCHINA IMPORTS FROM JAPAN, AND TOTAL 
(SUPPLIED BY AID) 

IDollar amoi nts in millions, c.i.f., calendar years] 



li‘68 

1969 

1970 

1971 

1971 

(estimated) 

South Vietnam: 

Total 

$660.0 

$353. 0 

$779. 0 

$825. 0 

$760 

Japan 

140. 0 

169. 0 

80.0 

106.0 

102 

Percent of total 

21.0 

20.0 

10.0 

13.0 

13 

Cambodia: 

$90.0 

$78.0 

$54.0 

$78.0 

'$102 

Japan- 

2-i. 0 

26.0 

10.0 

6.0 

9 

Percent of total 

24.0 

33. 0 

19.0 

7.0 

9 

Laos : 

$3 i.O 

$52.0 

$56.0 

$41.0 

$38 

Japan.. 

L 2 

10.2 

8.4 

7. 8 , 

4 

Percent of total. — 

23.0 

20.0 

15.0 

19.0 

11 


> Licensing. 
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Generally speaking, in the last couple of years, Japanese imports 
in all three, Cambodia, Laos, and Vietnam, have run somewhere in the 
neighborhood of 10 to 15 percent of their imports. I can supply more 
precise figures for you for the record. It varies a little in each country, 
but in each case it is within that range. 

I just want to say, Senator, that we are very conscious of that 
problem and try to help those countries design their exchange pro- 
grams to channel the maximum amount of their imports to come from 
the United States. 

MILITARY AID SAVINGS FROM CAMBODIAN CEASE-FIRE 

Senator McGovern. I have one more question to Mr. Tarr : On this 
matter we were discussing about aid, military aid to Cambodia, if we 
have a cease-fire fairly soon in Cambodia, would you estimate how 
much that would save us in military aid that would otherwise have to 
be sent to Cambodia ? 

Mr. Tarr. Senator, I can’t give you an estimate off the top of my 
head, but I will say this, and that is that about 40 percent of that 
military program has gone for ammunition, and the degree to which 
there is no longer any fighting indicates that the expendables would 
fall off sharply. We are quite far along in the year, and so the 40 per- 
cent has to be cut down substantially, but there certainly will be 
savings with the cease-fire. 

FORMS OF AID TO CAMBODIA AFTER CEASE-FIRE 

Senator McGovern. Does that mean we continue other forms of 
military aid other than ammunition, if we get a cease-fire ? 

Mr. Tarr. My judgment now is that our program is based on an 
ammunition component and it would not be enhanced in another sense 
if the ammunition component were reduced. 

Senator McGovern. That isn’t what I meant. I mean would other 
forms of military aid be continued ? 

Mr. Tarr. That is what I mean. The amount spent for ammunition 
would probably not be spent on other things, but I assume you are 
asking would the other things come as well. 

Senator McGovern. That is correct ; that is right 

Mr. Tarr. And to some degree they would continue. These items 
have been ordered from American manufacturers ; they are in the pro- 
cess of being shipped out to Cambodia. They are assigned to specific 
units that are part of their force structure. Probably the bulk of those 
items for the rest of the year will continue to be delivered. 

Senator McGovern. So even in the event of a cease-fire, 60 percent 
of the military aid otherwise planned would continue to go forward. 

Mr. Tarr. I would think that most of it would. 

Senator McGovern. Thank you, Mr. Chairman. 

The Chairman. Senator Javits. 

Senator Javits. Thank you, Mr. Chairman. 


90 - 989—73 6 
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SUBMISSION Of RECONSTRUCTION BILL AND POLICY TO CONGRESS 

Mr. Secretary, especially in view of our budget deficits and many 
other problems, should not we be entitled to receive the total bill for 
reconstruction in Vietnam, together with the administration’s policy 
respecting it. all at one time, so that we may come to a policy decision 
as to what we want to do ? 

When you use the word “Vietnam” in your statement, does it or does 
it not include. North Vietnam ? 

Mr. Take. Senator, in my statement wherever it says “Vietnam” it 
should say “South Vietnam ” I am sorry I did not write it that way. 

Senator Javits. That is OK. But is it a fact that the administration 
should, submit to us a complete policy, together with a price tag so we 
know, now that there is a new situation, what this whole thing is going 
to cost, and why we should do it ? 

Mr. Tarr. Senator, I would hope that this is the procedure that would 
be followed. T would point out, however, that in the meantime, with 
reference to South Vietnam, there are some urgent things that need 
to go forward, such as the commodity import program without which 
the, economy of that country could collapse. I don’t know how long 
it will be, before there will be a program that is suggested. That was 
indicated to you by the Secretary yesterday in his comments here. 
He mentioned to the chairman that he was quite willing to come up 
and discuss in executive session the formulation of these plans as they 
come to light. He did say. however, that he was not. ready to talk about 
anything concrete yet but he was hopeful that when he was he could 
come up and talk to the committee about it. I would hope that the 
follow-on of that kind of discussion would be a program that the Con- 
gress would support. But meanwhile we do have these other essential 
things that I think we must do so that the economy can continue to 
survive, and have the potential for the development that we would like 
to see take place in the area. 


TIME PARAMETERS OF STOP-GAP MEASURES 

Senator .Tavits. Are we entitled to say to you, “What are the time 
parameters?” Aren’t we entitled to say, “We will go with you on these 
stop-gap operations, which you say are essential, notwithstanding 
that you have got a new situation,” but aren’t we entitled to say, “That 
ends by July 1” or whatever date seems to us reasonable? Shouldn’t 
we then have a right to say to you, “Are you going to bring us your 
plan and your rationale seasonably so that we can act in respect of 
some kind of terminal point, for this ad hoc decision which you ask 
us to make?” 

Mr. Tarr. I think that is true, Senator, and I think that your logic 
is correct. 

The rationale, however, for the program that we have submitted to 
you for fiscal year 1973 is that in all likelihood we will not be able 
to take action on the program that you foresee before the end of this 

fiscal year. , 

Senator Javits. So that you say to us at least, the parameter is 
June 30. 1973. if you seek any money from us beyond that, do you 
feel that we have a right to say “No money beyond July 1, 1973, un- 
less we know your plan and what it will cost and why.” ? 
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t ^ r ' ^ that we have asked for would take us to the end of 

June 1973. 

Nooter has a comment he would like to make, Senator. 

. Mr. Nooter. 1 cs, I have been involved to some extent in the plan- 
mng, I would like to make this point, if I could. I understand the 
purpose of your question, but it is important to bear in mind this is 
a period of readjustment to some very significant events in that part 
of the world. At one time in our internal planning we were thinking 
more in terms of global amounts, 5-year periods, and so on, but as 
events have unfolded, it has become more and more apparent that 
there are many variables, many uncertainties, and the administration 
is reluctant to come forward, I think understandably, with what might 
look like a pat solution or pat plan until these uncertainties clarify. 
We will certainly take your point into consideration, but I would 
hope you would also bear in mind that events, many of which we 
won’t have control over and which affect other 1 donor's, recipients, ac- 
tions on the ground, and so on, will shape the course of the timing of 
this situation. 

Senator Javits. Well, I appreciate that. I think we have to have our 
own problems in mind, and I believe that I would go with you for 
fiscal year 1973 but not for fiscal year 1974. If I am going to vote my 
constituents’ money for fiscal year 1974, I want to know the bill, I 
want to know who it is going to cover, and I want to know why. Other- 
wise, I would not feel justified in doing it. I think this is the real 
answer to the budgetary problem. 

When we are spending $80 billion for defense, there is room, in my 
judgment, for spending money for what will avoid the use of that 
weaponry and give us the real capability for reducing it. But I think 
you have got to make a case for that. You have to have the policy and 
wo have to see the connection. That is the reason for supporting 
assistance. That is why you call it supporting assistance and not 
economic aid. 

So I would like, to serve notice that I will go with fiscal year 1973 in 
some proper amount which you are testifying to but not for fiscal year 
1974 unless I know what you are doing, how much it is going to cost 
and why. 

Mr. Nooter. I hope we will be able to make a case to you for what 
we will need in 1974, when that time comes, in a way that will be con- 
vincing to you. 


STIITORTINO ASSISTANCE EARMARKED FOR RECONSTRUCTION 

Senator Javits. In the light of that answer, I direct your attention 
to your statement, Mr. Nooter, in which you say, speaking of Vietnam 
supporting assistance : 

This will be particularly true because of the additional requirements for 
refugee resettlement programs, and the need to undertake the reconstruction of 
damaged bridges, hospitals, schools and health clinics. We believe that these 
costs.can be accommodated within the $844 million request during the remainder 
of this fiscal year, but not. at the $000 million continuing resolution level. 

How much of that $244 million do you earmark, according to that 
statement, for this reconstruction ? 

Mr. Nooter. Well, please bear in mind that unfortunately there is 
still military activity going on out there, but something in the neigh- 
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borhood of $50 million would fall into that category for to* baknce 
of this year for things that can not be accommodated within the $«UU 

,n 'Senator Iawts. You would hardly put that $50 million in the line 
of sustaining the economy, would you % That is reconstruction. 

Mr. N outer. That is right. To some extent these are things that need 
to be done for the welfare of the people out there, m view of the cur- 
rent situation. It is a little hard to separate that operationally from 
on-going requirements because these are things that cost money , y 
do need to be done, and must be handled as best they can within the 
level of their resources. 

POLICY DECISION INVOLVED IN RECONSTRUCTION FUNDS 

Senator Javits. Nonetheless, the justification you give us for sup- 
porting the economy so it doesn’t collapse does not extend to this. 
Aren’t you then already making a decision that we are going to con- 
tribute, materially to the reconstruction of South \ letnani? We would 

be maki ng that decision now if we go with you. . 

Mr. Nootek. Well, in one sense, sir, we have been carrying on the 
rebuilding of damaged facilities during the past 5 or 6 years. I would 
call this sort of tiling in the same category as what has been gom_ on 

while the war was in progress. wnllced 

Senator Javits. There is a very big difference. Oui l.t oops walked 

across these bridges and landed at these airfields and went perhaps to 
these other installations. Now there is a new situation. There is a p^aoe 
agreement. We are out so what you are really telling us is that we not 
only have to maintain the continuity of the support of the \ ietnana.se 
economy, which is a big enough load, but we also are still m the rccon- 

not critical, and I will tell you why. You fellows 
arc administrators; you are doing a job. You don t set the policy, you 
recommend policy, and you represent the President. JTc sets the poucy. 
We represent the Congress; we also set the policy, so we have a right to 
«n>t the clear line of policy demarcation in this respect. We may give 
YOU the $50 million. In the case of Bangladesh we thought you needed 
more monev than what you asked for and we may think you need MOO 
million for this. But we have a right to know; there is a clear policy 

decision we will be making. , • 

You are starring on reconstruction. All I am trying to pin down is 
that 1 am not wrong on this, that you understand the situation. 

Mr. T.vun. Senator, could 1 help out with some specific figures here i 
Out of the $800 million that we seek $585 million would go to Soutn 
Vietnam - $426 million would go for the stabilization of the economy ; 
the remaining $159 million for these projects that you term as devel- 
opment, so t his gives you some 

Senator Javits. Order of magnitude. v 

Mr. Takk. Yes. 

Senator Javits. That is fair enough. ..... . ,. , 

Hut isn’t this correct, that this docs represent, even it just by inertia i 
force the decision, that we are going into reconstruction. I know- it is 
being carried on and the sheer weight of it, the sheer movement yen go 
on wit h it. But for us, wouldn’t you agree, in all fairness to the Oon- 
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gress, this is a policy decision, that pending the bill and pending the 
rationale, and pending the who it is going to cover, North and South 
Vietnam, and so forth, we are going to make a temporary decision of 
policy, that you are still going to continue with reconstruction even 
though if we wanted to we can now T say it is a new situation. We have 
pulled our troops out, and we will give no more help for reconstruc- 
tion? 

Mr. NooTEii. I understand your point, Senator, and it is a good 
one. I would like to differentiate though between those things which 
are of a more or less emergency nature required in the short run and 
similar to the kind of things wo have done in the past where, for 
example, we have helped to resettle several millions of refugees while 
the war was going on, from what one might consider a rehabilitation 
and reconstruction program in a postwar sense with, hopefully, in- 
volvement of other donors and perhaps some different sort of organi- 
zational arrangements, and so on. There is a requirement, it is a real 
requirement, on the ground now. It is not what we would call part 
of the rehabilitation and reconstruction effort in the other sense. I 
would like to make that distinction. 


ABB FUNDS NECESSABY TO MAINTAIN PEACE? 


Senator Javits. Yes, but my friend, you sec, there is where you 
touch the real raw nerve. If there is a requirement there also is a 
requirement for housing in Harlem and in Bedford-Stuyvesant and 
there is a requirement for a bridge or dam or some very essential 
projects in Arkansas and Missouri. If you are going to put it on a 
requirement basis, we wi 11 snow you with requirements. What we are 
trying to find out is : Do we have to do this in the interests of the 
peace and security of the United States, which is entitled, in my 
judgment, to an equal priority, even with urgent domestic’ needs ? 
I hat is why I say what I do now — are you telling us that even on 
this interim program 

Air. Nooteb. Yes, indeed, that is the message we hope we can convey 
today. We are fully aware of the competition with very important 
and urgent domestic programs. But continued economic assistance in 
Southeast Asia is part of maintaining the peace in that part of the 
world. 1 


Senator Javits. W e are talking now about reconstruction assistance. 
Secretary Parr has already differentiated between economic assistance 
to sustain the economy from collapse and building roads, and bridges, 
et cetera. V hat about that; is that necessary to maintain the peace? 

too l ARR ~ And alS ° the rofug ° es have to come in the other part, 


Senator J avits. Refugees ? 

a part of it (C ° ntinUing) • If y ° U S6C what 1 mcai b and that would be 
separate 0 it ' lAVI,rS ' ^ ^ ^ S ° m ' Xed up in mone y ^at you can’t 


Mr, Iarr. No, no-, I think not. 

Senator Javits. You can. Why don’t you give us a specification 
so wo can come to a policy decision, of exactly what is encompassed 
under each heading m this statement that I read in terms o/what 
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you are asking us to authorize. You are asking us to give refugee 
resettlement programs, whatever that is, and the. reconstruction of 
'•‘damaged bridges, hospitals, schools, and health clinics. Let s know 
ay licit w( i arc i*'(>iii££ t.o put out f oi each., OIv . 

Mr. Nootkk. AH right, we will do that. 

Senator .1 avits. And the rationale in terms of keeping the peace. 

Mr. Mooter, Yes, sir. , . . , , . 

Senator ,T avits. May 1 ask unanimous consent that be included in 

the record? . 

'Hie, Chairman. Without objection, so ordered. 

(The information referre f tc> follows :) 

Estimated Additional Refugee Resettle mbnt, Medical and Emergency Kepaib 
Costs in South Vietnam Not able To Be Accommodated at the Present 
Continuing Resolution Level 

(Supplied by AID) 

Temporary relief costs for the large number of new refugees have been met, 
•is a priority matter, out of funds available under the Continuing Resolution. 
Thus far AID has provided $30 million to help meet these costs above the level 
of funds ’for this purpose contained in our original request to the Congress for 

*' Y T 1 Decease lire will allow resettlement of many of these refugees In the months 
immediately ahead. Their early return to tlieir homes where possible, or resettle- 
ment in nev ureas, clearly is preferable to continuing relief programs in tsmpo- 

'^T'he^Nortir Vietaamese" offensive, begun almost a year ago, left substantial 
destruction in many villages, towns and smaller cities. General reconstruction 
of this damage lies off in the future. However, some short-term, unmedmte assist- 
ance to help get hospitals and dispensaries back into operations, and to help 
rest J I potable water systems and electric power, is needed in the months unme- 

diately ahead. Millions 

x ^32 

Rep^dr^ii^'or^n^h^ement'of me<licarfaciuties - and"e^uipment, additional 
medical supplies and support for the Ministry of 7, in 

Emergency repair and reconstruction of public facilities and utilities in 

smaller towns and villages . 

18-53 

Total 

‘Those returning to their hom. finding Sagged ho^sfhesettS 
raenM'n'ifewTecMlons^hivofvea^leirlns Installing irrigation works, drilling wells and 

establishing new homes. , , ,. 

Senator Javits. Mr. Chairman, I had one other line question- 

ing. L didn’t wish to intrude on my other colleagues. May I have 

rl * ' T 1 1 < H ("! iA irm anv S ft is not me you are intruding on ; it is your other 
colleagues. Go ahead. Maybe we ought to have a 10-mmute rule. 
Senator ,1 avits. I rather like, that ; I hope we will. 

IS MOMMY UKIN'O L-8ED POLtlTCALLY TO INKLUKNCE COUNTRIES' 

1 have just, one other question. I know a very interesting point in 
your statement, Mr. Tarr, and it is something the country ought to 
know about. You say : 

Vh'TllY we ask the members of this committee to agree to the elimination 

as? assa ssjwtk 
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fication. Brazil has become the 7th most populated nation of the world, with 
ft rapidly growing economy that someday will make it a foremost power. Many 
other nations in the region are moving ahead rapidly. Most Latin American 
leaders seek normal trade relations with the United States, and we should be 
irt a position to reciprocate. This restriction makes it impossible for us to 
fully do so. 

Then you go on in another sentence, skip one or two and say, “Not 
only Israel, but a number of Arab states as well, arc dependent upon 
security assistance.” 

You say in the sentence before — I rearranged this just to make the 
point — 

The program reflects our attempt to lay the foundations for a negotiated set- 
tlement of the Arab-Israeli dispute. 

The question I would like to ask you is this: In other words, is this 
money being used politically to influence these countries, to wit, in 
Latin America and Israel % Is that the implication of your statement, 
that we need this money because that is an inducement to make a 
peace or to have better relations with the United States or something 
like that or is there — or is the justification the maintenance of peace 
in the world? 

Mr. Tarr. Senator, I must confess that the chairman already has 
taken me apart on the terminology “paternalism.” 

I would like to answer the question m this way — we do not see these 
funds or the. grants that come from the appropriation of these funds as 
a way by which we can buy any kind of leverage. We would rather 
view those programs as a way by which each of these nations can main- 
tain their own advantage to bargain for peace in their area. It is not a 
“payoff.” 

Senator Javits. Good. I think that was essential for the record and 
I thank you very much. I thank the chairman. 

RESTRICTION'S ON LATIN AMERICANS QUESTIONED 

The Chairman. On that point, I would like to clarify. You say most 
Latin Americans seek to have normal trade relations. There is no 
restriction on them. What you are saying is, wo ought to be an agent, 
for them. This is not normal. You leave the impression that would 
leave the United States to wet-nurse, them. I hope that is not normal, 
whatever else it may be. There are no restrictions. They can come here 
and buy as long as they have money ; is that right, ? 

Mr. Tarr. Except for things in their army. 

The Chairman. No. They can come buy it ; they can go up to Chrys- 
ler, or General Motors, or anywhere else they can. buy it. It’s a question 
of our doing it for them, is what you are saying. I don’t consider that 
normal. Maybe you do. 

Senator Pearson. Do you want to comment on that ? 

Mr. Tarr. Well, Mr. Chairman, their sales for cash are limited also. 


SUHSIDIJSING BY LATIN AMERICAN PROGRAMS SUGGESTED 


The Chairman. They have the cash. They can go out to McDonnell- 
Douglas and buy the planes. They don’t have to use us. Under those 
programs, you are setting up to be their guardian angel — either give it 
to them if you want, to, or give them a loan which you forgive later if 
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you want to. or give them anything you like. It is certainly not normal, 
I mean in the old concept o:? normal, before you became 

Mr. Tare. Well, Mr. Chairman, it is true they don’t exist, elsewhere 
in. the world. 

The ( ’n \h!m an. What, does not. exist? 

M r. Tarr. These kinds of restrictions. 

Senator Symtnotok. These what? 

Mr. Taur. These restrictions do not exist, for instance, in the Near 
East: they do not exist in the Far East; but they do in Latin America. 

The OmiRMATf. Of course.. We would like to impose them elsewhere, 
hut we couldn’t get by with it. But they are not normal in any ease. 
This whole, program is subsidising. I hope we don’t get the idea that a 
subsidy program by the U S. Government is normal trade relations. 

Senator Pearson. 

uuk posts on prouram 

Senator Pearson. Mr. Secretary, as I look down this chart and list 
of the. nations and program:;, I am constrained to feci that your initial 
response to the, chairman as to the. general purposes of this program 
must be, more complicated than you stated. We have France, which has 
security problems, and it is incur national interest to help them. I 
assume you mean internal security problems as well as external secu- 
rity problems. Is that right? How else would you justify some 17 of 
these nations in the, African continent? 

Mr. Tare. Senator, there is no question that the internal problems 
in many of i:,hese nations are gre ater than the external ones are. 

Senator Parson. Internal. 

Mr. Tare. That, is correct. 

Senator Pearson. Who makes the, judgment whether the support, of 
a given government or a given country' is in our national interest? 

_ Mr. Tarr. Well, it is made both administratively and congres- 
sional 1y. 

Senator Pkarson. I assume the President does that. 

Mr. 'Farr. Well, ultimately the decision has to come to the President, 
whether a nation will be included in the program. 

Senator Prarson. To the Secretary of Defense, and to the Secretary 
of State. 

The purposes of this program, I assume, also are, in a way, to supple- 
ment our national security, our own defense effort. Wouldn’t that be 
true ? I have reference now' to the item here of $9.5 million last year, 
and a request for $14.5 million for this ye,ar, supporting assistance for 
Malta. I don’t know what the jurisdiction is. 

The staff handed me a newspaper article of about a year ago which 
indicated that we were going in with $9 million to help pay for the 
cost of a naval base, there where the British had withdrawn, where the 
Prime, Minister of Malta had indicated if we didn’t come in, the Soviet 
Union would. Is that the case ? 

Mr. Tarr. Well, it may be the case with respect to the Soviet Union ; 
we, don’t know. But with respect to the. British, they have not with- 
drawn from the base and they continue to use it. 

Senator Pearson. Did we, ofler and provide, $9.5 million of support- 
ing assistance in the 1972 fiscal year for a base that the British are now 
using ? 
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Mr. Tarr. Yes, in conjunction with other NATO nations. 

Senator Pearson. That was my next question. What was the con- 
tribution of the NATO nations in relation to a total bill, which I 
understand from this newspaper article was about $36 million ? 

Mr. Tarr. This is about right. 

Senator Pearson. NATO nations made up the balance. 

Mr. Tarr. Yes. 

Mr. Nooter. Yes. 


classified documents relating to supporting assistance 

Senator Pearson. As one goes down this list, I must confess that, to 
my eye- — which you may think is an uninformed eye — we are still com- 
ing down on both sides of international disputes in many parts of the 
world. I cannot understand, and I will read these documents, as to what 
the threat is to Afghanistan. In that regard I have here documents 
which relate to supporting assistance, both classified, one marked 
“secret,” for military sales and military assistance. These came up last 
spring. 

Are we to rely upon these documents as justification for these pro- 
grams for these various countries, or are you going to update them in 
the light of new conditions around the world ? 

Mr. Tarr. Senator, I doubt if we will reissue those documents for 
1973. Some of the basic rationale in those documents still is good, but 
obviously times have changed dramatically, and they continue to 
change almost faster than we could upgrade the piece of paper. 

One of the things that I would point out in nations like Afghan- 
istan — and this is one of the things about our presentation in fiscal year 
1973 that I think is misleading — is that more than half of the nations 
under the grant program are involved only to the extent that they 
send officers from their military forces here for training. Afghanistan 
is a country in point. They are involved in a very small training pro- 
gram, but we do not send them any military equipment under a grant 
arrangement. 

Senator Pearson. So if we want to make a judgment, country by 
country, this is a document we are going to have to rely upon. Is that 
right ? 

Mr. Tarr. That is true. 

Senator Pearson. I thank the chairman. 

(The following information was subsequently supplied :) 

Under Secretary of State for Security Assistance, 

Washington, February 23, 1973. 

Hon. James B. Pearson, 

U.8. Senate. 

Dear Senator Pearson : I welcome this opportunity to provide you with ad- 
ditional background and information on the Security Assistance Program. As you 
indicated during yesterday’s Committee hearings on the foreign aid bill, it is 
necessary to sort out our priorities with respect to the many countries carried 
under security assistance. 

I should like to point out that at least one-half of the countries listed under 
the grant Military Assistance Program receive no materiel support. In brief, 
many countries receive assistance only in the form of training, primarily at U.S. 
military facilities. For example, Afghanistan, Nepal, Mali, and Ghana are with- 
in the training only category. This program enhances the professional skills of 
trainees, often leads to close associations with American counterparts, and re- 
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suits in greater familiarity with American values and institutions. Conse- 
quently, we regard this training program, which costs between ,$25-30 million 
annually, of particular importance. 

With respect to grant military materiel assistance recipients, our program has 
as its essential purpose the bolstering of local capabilities to meet foreseeable 
defense needs. This is not to imply that the United States plans to assume the 
principal burden fur every country’s needs. As the President indicated in his 
Second Inaugural Address: “We shall do our share in defending peace and 
freedom in the world. But we shall expect others to do their share.” Our 
materiel assistance, hence, is intended to he supplemental and to ease the transi- 
tion of recipient countries to full self-reliance. 

In determining how our military assistance should be allocated, we also must 
take into consideration treaty relationships, our military posture abroad, U.S. 
economic interests, and the extent 1o which our assistance can provide the 
foundation for political stability and economic progress in recipient countries. 
Thus, in responding to your request for a rank ordering of importance, you will 
appreciate that our priorities with respect to the request for FY 1973 funds have 
been based on the situation in Southeast Asia, the need to maintain a balance of 
force In the Middle East, and to modernize the forces of countries, such as Korea, 
as the U.S. military sales credit program is shaped by these same considerations, 
but, in addition, FMS is used to facilitate the transition of grant recipients to 
increased reliance on their own resources. 

With respect to supporting ass stance outside the Southeast Asia area, the 
principal recipient in FY 1973 are Israel and Jordan. As you are aware, existing 
legislation provides for a ceiling of 12 countries under the Supporting Assistance 
Urogram. We have recognized the need to remain within this ceiling and, indeed, 
hope to reduce the number of recipient countries over the next several years. 

Attached is the rank order list that you have requested. If I can be of any 
additional assistance, please call or me. 

Sincerely, 


Curtis W. Tarr. 


Countri/ 

Grant military assistance: 

Korea 

Turkey 

Jordan 

Philippines - 

Indonesia 

Ethiopia 

Spain 

Latin America 

Tunisia 

Foreign military sales credit : 

Israel 

Turkey 

Greece 

Republic of China 

Korea 

Latin America 

Supporting assistance : 

Israel ■ 

Jordan 

Malta 

Spain 

The Chairman! Senator Griffin. 

Senator Griffin. Thank you, Mr. Chairman. 


Proposed support 
(millions) 

$235.0 

100. 0 

45.0 

22. 0 

22.0 

12 0 

10,0 

20,0 

4 0 

300, 0 

15.0 

58. 0 

55. 0 

25. 0 

75. 0 

50 0 

40 0 

9 5 

30 


RESTRICTIONS ON HALES TO LATIN AMERICA 

Secretary Tarr, 1 want to return to the subject about which Senator 
davits questioned you. As I understand it, although I was not here, 
the chairman did also. It has to do with the restrictions on sales in 
Latin America. 
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As I understand it, the restriction which was imposed by Congress, 
first $75 million and later $100 million, does not apply just to the use of 
grant funds. It extends considerably beyond that; is that correct? 

Mr. Tarr. Well, it primarily relates to the sales program. 

Senator GiiXi™. Yes. Can you outline very briefly what those re- 
strictions are? 

Admiral Peet. The restrictions arc on a number of different funds 
in Latin America, such as the aggregate total of grants (excluding 
training), foreign military sales (both cash and credit) and ship 
loans. 

Senator Griffin. Does it extend to where you have extended credit 
terms, and so on ? 

Admiral Peet. Yes, there are limits on credit terms which cover the 
total value of sales, not just the credit guarantee position. However, 
training is excluded. 

Senator Griffin. The. point on which I want to focus is that the 
restriction does not apply just to the use of grant funds. Is that 
correct ? 

Admiral Peet. That is correct. 

Senator Griffin. It precludes favorable credit arrangements in the 
sale of military equipment. 

Admiral Peet. It certainly limits the terms. 

Senator Griffin. Limits them. 

EFFECTS OF RESTRICTIONS ON U.S. SALES IN LATIN AMERICA 

What has happened in terms of sales by the United States in Latin 
America during the period since the Congress put these restrictions 
on? Can you provide some detail in terms of what, has happened in 
regard to the percentage, say, of sales in Latin America? 

Admiral Peet. Yes, it has drastically cut down our percentage 
share of sales. 

Senator Griffin. Would you have some ball park percentages ? 

Mr. Tarr. Senator, in the last 5 years the Western European na- 
tions and Canada sold considerably more than $1 billion in equipment 
to Latin America and we sold about one-third as much. 

Admiral Peet. It used to be approximately the opposite before 
that. 

CANADIAN AND EUROPEAN SALES TO LATIN AMERICA 

Senator Griffin. Do Canadian and European countries sell for cash 
when they sell military equipment in Latin America? 

Mr. Tarr. They do both. 

Senator Griffin. Do they to some extent provide more lenient terms 
than we do? 

Mr. Tarr. The terms, for instance, from the French Government 
are very similar to ours and it depends on the particular deal as to 
whether they would be more competitive than our terms. That simply 
is a case in point and, of course, the French Government is one of the 
large competitors in that area. I am not sure what the Canadians do, 
and I am not sure what the British do. 
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IK«*P IN U.S. ABM 8 S.AUES I'O LATIN AMERICA 

Senator Griffin. The U.S. News & World Ileport, in a recent 
article which appeared in the January 22 issue, indicated that the 
United States formerly made; 70 percent of the total arms sales :m 
Latin America and now is down to about 6 percent. Would that be 
accurate? 

Mr. Tark. 1 think that is too severe on the lower end, but I think 
that 

Senator ( Jrirrrv. There has been a very, very substantial drop as a 
result of the restrict ions. 

Mr. Tabu. A great drop. 


WITTING LATIN AMERICAN COUNTRIES TO CONCENTRATE ON 
NONMtLITAIiV PROJECTS 

Senator (xktffj n . I would assume, part of the rationale on the part of 
those who advocated and supported this limitation was the — I will try 
not to use the word “paternalistic” — but the goal of getting these 
Latin American countries to concentrate on projects other than mili- 
tary, 1 take it. The restriction has been in effect ; our total sales have 
gone down. Mas it had that effect in Latin America ? 

Mr. Tarr. Senator, I third: a good case in point would be Brazil, a 
developing economy. For a long time we would not consider the sale 
of supersonic jet fighter planes in Latin America, and because we re- 
fused to sell aircraft to Brazil they bought Mirage aircraft. That, in 
itself, was of some consequence, but in addition to that we find now 
that we are not in as strong a competitive position as we would like to 
he, for providing to the Brazilians the equipment, that they are now 
installing or seek to install for air traffic control all over that great 
nation. There is no question but what there is a linkage between what 
we are willing to sell in terms of military materiel and our ability to 
be competitive in other fields as well. 

Now, specifically with reference to your question: Is there any indi- 
cation that these nations, because we would not sell it to them, have 
alternatively used it for schools and hospitals and other projects? 
That all of us would applaud. I think we have no evidence that they 
have in fact done so. 

I.ATJN AMERICAN ARMS SPENDING 

Senator Griffin. In terms of their national budgets, and I am re- 
ferring again to an article that appeared in the U.S. News & World 
Report, Batin American countries spend less of their gross national 
product on arms, about 2 percent, than any other region in the world. 

Mr. Tarr. I think that is true. 

Senator Griffin. Is that a reasonable statement? 

M r. Tarr, We believe that that is true. 

Senator Griffin. So it is interesting that we have imposed this 
kind of ceiling or restriction then on only this part of the world; is 
that right? 

Mr. Taer, That is true. 
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RESTRICTION’S IMPACT ON U.S. BALANCE OP PAYMENTS 

Senator Griffin. Has it had any impact on our balance-of -payments 
problem ? 

Mr. Tarr. The impact that it would have on our balance of payments 
is that insofar as wc sell things for credit we suffer no loss in balance 
of payments. But when the credits are repaid then we gain in the bal- 
ance of payments. I think one of the things that is misunderstood 
about the military assistance program is that in very few instances, and 
those relate to certain expenditures under our supporting assistance 
program, there is nothing contained in them that hurts our balance of 
payments. Insofar as we collect on the credits for sales in future years, 
we enhance our balance of payments. 

Senator Griffin. Thank you. 

The Chairman. Senator Symington. 

STATEMENT CONCERNING CORRUPT PRACTICES IN CAMBODIA 

Senator Symington. Mr. Secretary, you said you had a statement. 
Would you read that statement on my time, with respect to the Cam- 
bodian situation ? 

Mr. Tarr. I am afraid we will have to have it back. 

Senator Symington. OK, here it is. The statement clarifies a lot I 
was trying to find out about a situation that has worried me for some 
time. 

Admiral Peet. Senator, this is an interim report. Obviously, we took 
the. matter in Cambodia very seriously when we were out in the field : 

In late December ’72 various news media reported on a news conference given 
by Kheam Reth, the Information Minister of the Khmer Republic (Cambodia). 
At the conference, which was held to discuss government efforts to eradicate 
corruption within the civilian and military government, the Khmer government 
acknowledged it had been overpaying military commanders on monthly payrolls 
for soldiers who exist only on paper. 

Rather than report on the government’s efforts to eradicate corruption, the 
media reported on the more lurid aspects of the situation, thus creating the im- 
pression that the U.S. government was financing payroll padding and other cor- 
rupt practices. The facts are quite different. 

The military situation in the Khmer Republic and Southeast Asia was re- 
sponsible for the expansion of the Cambodian army from a strength of 35,000 
men in 1970 to a projected level in excess of 200,000. The manpower, personnel 
and finance systems of the Khmer were based on French colonial practices and 
incapable of coping with this rapid force expansion. Possibilities for corrup- 
tion existed on every hand. This corruption, however, was directed against the 
Khmer government and not the U.S. Both the Khmer and the U.S. governments 
were aware of the implications from the first. Failure to expand the force struc- 
ture would cause the military situation to deteriorate. Failure to curb the corrup- 
tion would cause economic collapse. The U.S. government chose to encourage the 
Khmer government in management actions, essentially to the establishment of 
effective manpower, personnel and finance systems. The Khmer government has 
been receptive to this approach to the problem and is rapidly moving ahead in 
implementation of these systems. 

The United States was also moving to provide economic assistance to the 
Khmer Republic. Foreign Assistance Act, Title 1, Security Supporting Assistance, 
Commodity Import Program, and P.L, 480 Pood for Peace programs, generated 
counterpart currencies for support of the Khmer national budget. The United 
States administratively retains some control over the portions of the budget to 
which these funds are applied. 

It determined they should he applied to elements of the defense budget, pri- 
marily pay and allowances. It was thus able to encourage management improve- 
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ment under the implied threat o ’ withholding release of these counterpart funds 
of the Khmer government. 

The table following shows that the United States was supporting a significant 
but proportionately minor part of the Khmer defense budget. Therefore, the 
alternative of withholding support was never a practical consideration. 


[Dadars in millions! 


liscal year Fiscal year 
1971 1972 


Cambodia commercial imports program 

Food for peace program (80 percent country use portion) 


Total 


[In billions of riels] 


Calendar year- 
1971 1972 


Khmer defense budget 

Counterpart generated and applied 
Percent 


11. 549 18. 52 

1.745 5.43 

15 2 


70. 0 16. 5 

6. 8 16. 6 


76. 8 33. 1 


These programs generated counterpart: at a rate sutlicient to support la 
percent: of the Khmer defense budget in LOTI, and 29 percent in calendar year 
1071-. 

The “phantom army” has not yet been eliminated but the Khmer have 
appointed a new chief of staff and assistant chief of staff for personnel. They 
have begun institution of a uniform unit strength accounting system. Ihey have 
defined units in the force inventory, dissolved and consolidated many units; and 
established a finance structure to centralize payroll operations. We believe these 
mid other actions underway will eliminate many of the corrupt practices of the 
past and contribute significantly to a sounder and more manageable defense 
budget. 

COMPARABLE LAOTIAN SITUATION 


Senator Svminoton. Thank yon, Admiral. I would make a couple 
of observations. This follows the Laotian development; it is quite 
comparable. 1 have been to Jams many times. Based on what the 
papers say this morning about the deal made in Laos— putting it 
mildly— we could have made the same deal many years ago at a saving 
of billions of dollars and many lives. 


J t ED I A IlK POUTIN' O 

You mentioned that the media report more the lurid aspects o f the 
situation. Time and time again, reporters in Laos and Cambodia have 
stated, things lirst. considered incorrect by State, which later turned 
out to be correct, by their own admission. 

U.S. CONTRIBUTION TO KHMER DEFENSE UUDOET 

You sav a significant but proportionately minor part of the Khmer 
defense budget. The truth is, wo are providing almost all the equip- 
ment and supplies, including ammunition. Earlier, I believe, Secretary 
Tarr acknowledged we are supporting 50 percent of the defense budget. 
Thu«, obviously, we should have quite a leverage if we are supporting 
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50 percent. Where would they get that 50 percent if they didn’t get it 
from us? Nobody else is contributing any major fraction 1 know about. 


-7 


other countries’ ASSISTANCE TO CAMBODIA 


Do you know of any other SEATO member contributing anything? 
Admiral Feet. We are by far the largest contributor. 

Senator Symington. Is anybody else contributing anything .- 
Mr. Tarr. Senator, there are other contributions. 

Senator Symington. Military ? 

Mr. Tarr. No ; they are economic. 

Senator Symington. I understand. . 

Mr. Tarr. The effect of that can filter into the military, but not ot 
81 STimtof Swgton. I understand that. What percent would you 

say of the total contribution? . 

Mr. Tarr. Well, of our planned $(5 million, we were going to put 

almost $20 million into an exchange support fund. 

Senator Symington. How much money, m percentage it you haven t 
it in dollars, have other countries contributed, roughly, to the null- 
tarv and economic assistance of Cambodia, lliat is mv question. 

Mr. Tarr. Well, but, Senator, I was just going to read them off. 
Japan is $5 million; Australia is $1 million; less than a million, JNew 
Zealand, Thailand, Malaysia, and the United Kingdom. 

Senator Symington. Thank you, Mr. Secretary. 


LAST year’s COUNT OF CAMBODIAN SOLDIERS 


About a year ago, our people were told that m order to try to find 
out how many Cambodian soldiers there were, they directed the Cam- 
bodian Government to assemble their troops and take pictures so they 
could count them. Do you know the result of that count: 

Admiral Feet. That is why I said this is an interim report. VV e are 
still very much involved in the investigation. It is a difficult tiling 


t0 Senator Symington. Do you know what the count was at the time 
they counted last year ? 

Admiral Feet. No, I don’t, but I will lind out. . 

Senator Symington. Thank you. Would you find it out and submit 


it for the record. 

Our problem as we face this whole question of aid, further aicl toi 
Vietnam, is that now we are cutting heavily our programs m our own 
cities and suburbs, our REA programs, our support programs to the 
farms. We are getting, every one of us, many letters everyday saying 
“Why are we being cut out of these programs.” This makes it im- 
portant for us to find out what are the facts and figures, so we can 
justify it if we think it right. . , . . . ,. , 

Admiral Peet. I understand. I will furnish the information for the 

record. 

( The information referred to appears on p. 87. ) 

Senator Symington. When we answer the letters and go back home. 
Thank you, Mr. Chairman. 
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JAVANESE AND AFRICAN DEFENSE SPENDING 

produrt' ^hlT t' hr’ Tarr ’ w i at percentage of the gross national 
spcmcioD hen defense f 1Ve ’ """ th * ^ that ^ lised > d <>es Japan 
Mr. Tarr. I don’t know, Mr. Chairman. 

What th A e P ercenta ff e of the countries 
M,- 'I f I?lack Ainca s Pend on their defense? 

Mi . 1 ark. I don t know that either, Mr. Chairman. 

COMPARATIVE LATIN AMERICAN DEFENSE SPENDING QUESTIONED 

A.nmric?sDend« 7 i; o W i 1 i y dM y ? 1 | ay positively awhile ago that I,atin 
imnrocsinn ihm anybody if you don’t know? You left the 

Zwnnir i- d k A nwv ’. and yon left the impression that in 
ac-ihist Yet S il l 1 America was being seriously discriminated 
against. Yet yon don t have any idea what other countries or ether 
ai eas are spending on their defense. 

. ri Mr ' T ARR - Chairman, you don’t have to know the exact figures. 
I lie point fas already been represented to you. 

Lhe ( fj airman. Approximately. 

^ r ; ^ ARR- * s a lrcady so and you believe the people who rep- 
resented it to you are correct. 1 

+i V'r P' f f AI,raTAN - Japan spends eight-tenths of 1 percent. I must say 
that 1 think von should say you don’t know if you don’t know and 
not mislead either the committee or the public that in some wav or 
anot ler .Latin America is spending less than anybody else on defense. 
Latin America is a very poor area; isn’t it? They have very low per 
capita income. Nearly all of those countries are "considered undevel- 
oped. 1 think Venezuela, with their oil, has some wealth, but even 
Brazil, with its enormous resources, is not a very wealthy country vet; 
if if. ( it is not a developed country. 

Mr. Tarr. No. 

? he Chairman. I)o you know what the per capita income of Brazil 
is? It is in your presentation books if you want to look at them. But 
all of them are low, aren’t they, compared to what we call Europeans 
<>r Ji 1 '' knited elates ?^ Ts that not correct? Won’t you agree to that? 

J Jr. Tarr. Mr. Chairman. I am sorry I just don’t have all the mate- 
rial on what the per capita income is. 

The Chairman. I don’t mean precisely. Isn’t it general knowledge 
(hat a schoolboy knows they are poor countries? 

Mr. Tarr. This is true. We show as a figure for Brazil. $513. 

The Ci i airman. That is pretty low. 

Mr. T arr. Per capita income. 

The Chairman. As compared to ours. What is ours? Do you know 
what the United States is? 

Mr. Tarr. Nearly $4,000. 


ENCOURAGING LATIN AMERICANS TO BUY ARMS QUESTIONED 

The Chairman. We have been giving them economic, aid. Brazil 
owes ns 1 don’t know bow manv hundreds of millions of dollars, Do 
you think ive ought to give (hem economic aid and then also en- 
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courage them to spend their money on arms ? Are they threatened by 
any external threat tliat you know of ? 

Mr. Take. Mr. Chairman, I think that the issue is, if they are going 
to buy them should we make it impossible. 

The Chairman. Should we take advantage of them and encourage 
them to bny arms ? Do you think that is 

Mr. Tare. If they are going to buy pieces of equipment, should 
American manufacturers have a chance to sell them ? 

The Chairman. We maintain these MAAG (Military Assistance 
Advisory Group) missions down there trying to persuade them to 
buy arms up to the limits. Of course we do, even to countries that don’t 
even have an army. Don’t we have a MAAG mission in Costa Rica? 

Mr. Taj:;;. No. 

The, Chairman. Wo did have one. When did we take it out? 

Mr. Tarr. Well, we have military people in our Embassy, I am sure. 

The Chairman. The purpose, as I understand it there, was to help 
sell arms. I had never seen this program justified on the ground that 
wo should become an arms salesman in order to balance our payments, 
especially in an area where we have other responsibilities. We have- 
very large private investments in Latin America, don’t we? 

Mr. Tarr. We certainly do. 

The Chairman. When they have civil wars or oven wars among 
themselves, those wars are very much against our interests; aren’t 
they ? Wouldn’t you say they are ? So I thought the policy has gen- 
erally, been that wo do not encourage other countries, at least in Latin 
America where we have a special responsibility. I would exclude the 
. Middle East where we have armed Israel more than anybody else. 
Incidentally, the planes that just shot down that airliner, were they 
American planes we had given to Israel ? 

Mr. Tarr. The plane that shot it down ? 

The Chairman. Yes. 

Mr . Tarr. I have not seen a report on it. 

The Chairman. They are likely to be because they are F-4’s. 

Mr. Tarr. And Mirages. 

The Chairman. They bought some Mirages a while ago. It is rather 
ironic to shoot down civilian planes, isn’t it? It is something like 
supplying our arms to Pakistan to attack India. The committee had 
in mind trying to minimize, or not to encourage, at least, the over- 
militarization of these countries. In other words, we have tried to en- 
courage them not to follow our example. That, is what the committee 
wanted at least in putting in these limitations. Incidentally, the 
military group in Costa Rica — as of the 25tli of January, 1973 — is 
four, for your information. 

Mr. Tarr. Excuse me. 

The Chairman. The military group in Costa Rica on January 25, 
according to this document from the Office of the Assistant Secretary 
of .Defense, International Security Affairs, signed by Mr. Kendall, 
numbers four. Costa Rica is a country that has no army. I have always 
been rather amazed why we would maintain an establishment of four 
in a country that has no army. I think your prospects of loading them 
down with any armaments are, not very groat. 

You have 289 in the military groups in Latin America, which is 
quite substantial, it seems to mo. You have 35 in Venezuela where, of 
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course, we have a very great leverage on account of our economic : in- 
terests there. We have 49 in Brazil, 29 in Argentina. Of course, these 

military dictatorships like this. T 

Hut 1 had thought, and 1 would say, speaking so fai as 1 am con 
corned the policy of this Government is not to encourage arms sales 
for the purpose of enhancing our balance of payments. If it comes 
•ilon<>- and the countries can afford it, that is one thing. Bu . o gi 
country economic aid, and then have them waste their money as we 
have on military affairs, I didn’t think made sense. 

INCREASE IN CEILING AND REQUEST FOE UNLIMITED WAIVERS QUESTIONED 

You have asked to increase the ceiling from $100 million to $150 
million ; haven't you* You ha ve also asked for unlimited waneis. 
that not correct? 

mc^^xJDStSlwaivers. So that, in effect, yon are asking 

she. wants a net there is no restn ctn m on hei . 

Mr. Tare. But you have-— W orld. We have restrictions 

The (hiAiEMAN. You jay the iest of ^ 0byioilsly , don ’t try to 
on Africa which is another 3 1^ . them aid . There is no re- 

^oonsdii litvl'no Relationship at all. Africa is the nearest to it and we 
restrict Africa. What is the limit on it i 

ThSlnSS million ’ much loSthan Latin America. 

EXERCISE OF WAIVERS UNDER FOREIGN MILITARY SALES AUl 
questioned 

Now you are asking for unlimited jnuvers ““1% 

Mm Act reciuiiYs that, as a "'S^unSy would, 

!,"S i»;£d^h"u"S; ^llh»ed States and promote 

of 91 (aiunti ICS and three mtc i-nadioi . f o us> that sa l e s 0 f arms 

How would, von say, or how c „ ^ security of the. United States 

to countries like Haiti ~.r • d tb(? conditions on Haiti. I as- 

iTS at somebody’s request. He 

probably didn’t initiate it bimsetf. eS ent to the President that 

TTow did lie justify it . b w j.f lP 'lTmtefi States and promotes world 

fo ctereise his power 

K‘i™ hthlegari to Haiti t list, they arc 

notlihle toTan^auy d'theseutetns’tltat they .night wa„t-a spare part 
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for a truck or an airplane, 011 c piece of munitions for their police 
force — nothing unless thejr are on that list. I don’t want to convey the 
impression that we operate without a sense of responsibility, because 
wo have a munitions control group in the State Department which 
labors long and well, T think, to try to determine what is in the best 
interests of the United States. 

On the other hand, when those requirements are pet down in the law, 
they are — of necessity, I suppose — without flexibility, and we are 
simply asking for some flexibility to use our own good judgment. 

The Chairman. You, of course, know this applies only to Govern- 
ment sales. They can go buy their trucks or anything else on their 
own without any restriction. This is only Government sales we are 
talking about. Is that not right ? 

Mr. Tajik. It 

The Chairman. Is that not correct? What is your answer? Just say 
yes or no. 

Mr. Takr. Yes. 

The Chairman. Yes. If you don’t need the waiver, if it is within 
the amounts, you don’t have to have this bother, but the law says that 
to exercise the waiver, the President must find it strengthens the se- 
curity of the United States and promotes world peace. Did you find 
that, or can you find that, with regard to selling something to Haiti? 
How would' it. strengthen our security, really? Do you really take 
these provisions of the law seriously, or not ? 

Mr. Tarr. Well, of course, we take them seriously. 

The Chairman. Did you know that was in the law ? 

Mr. Tarr. I knew it was in the law and obviously we take it seri- 
ously but • 


WAIVERS OF ARMS SALES PRECEDENT QUESTIONED 

The Chairman. You waived it on 91 countries. Do you really think 
all 91 of those, sales by the Government now, are important to the 
security of the United States ? 

Another country like Mali- — Do you know where Mali is and how 
do you think that would strengthen our security ? Why does the Gov- 
ernment want to sell arms to Mali, with a waiver, I mean. I don’t 
mind selling them if they want to come buy them in the normal course 
of commerce, but this is a Government program. It is really a sub- 
sidized program. 

Mr. Tarr. Well, but it is true that some of these items are only 
available on a government-to-government basis. In other words 

The Chairman. What kind of items ? 

Mr. Tarr. There are some, well there arc many items that are not 
available for sale at Chrysler or at General Motors or any of the 
others. 

The Chairman. You mean the highly sophisticated, classified ones 
like the ABM or something like that. Now, really, do you think Mali 
is going to want something so sophisticated that is not available? 

Do you know what the per capita income of Mali is? Really, this 
kind of gets absurd when this great, country goes around and tries to 
hawk off these weapons on these little countries and hold out a cab- 
bage to them and say, “Look, if you buy weapons we will give you 
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economic- aid. If you will buy §10 million worth of these tanks or 
these revolvers,"— they usually are the obsolete ones they want to get 
rid of-— “why. we will give you $10 million in economic aid. 

That is about the way it Ins been working. That is the reason way 
the committee wanted to put some limitations on the sale ox arms to 
these very poor countries and that is the only reason. We diclnt try 
to limit the sales to Japan. She can make, them herself anyway, one- 
doesn’t have to buy them from us. But you seem to think this is such 
a great restriction. If you are going to challenge the committee you 
ought to come up and sav we need this to balance our payments and 
let as decide it. The Congress may well go along with you. There a,re 
a lot of Members, but it ought to be done on that basis and not on the 
basis that it strengthens the security of the United States and would 
promote world peace, which the law says. I hen you come up and you 
really, in effect, are saying that it is because we need the money. 

T will grant you we need the money, but I don't think the best 
way to get it. is to load all these poor countries down with arms that 
tbev don't need. 

Mr. Nooteh. Mr. Chairman, if I could make one comment for the 
record. 

The Chairman. Sure. 

USE OF ECONOMIC PROGRAM TO SELL MILITARY EQUIPMENT QUESTIONED 

Mr. Nootkr. I served in several of these countries overseas and I 
have worked in both the economic and the supporting assistance part 
of the AID program, and I am not aware of our using the economic 
program to sell military equipment. If there are instances, I certainly 
am not aware of it. 

The Chairman. Money is f ungible. I mean you don’t follow a dollar. 
If you give them a dollar, it disappears in the bank and you don t 
know whether that is the same dollar or not. 

You can’t sav that about a commodity, which is like money. You 
will admit a great many of those 9 1 countries on which you have 
waived this provision get economic aid or some kind of aid; don't 
they ? 

Mr. Nooter. 1 am certain some of them do. 

The. Chairman. Not some of them, the majority of them, if not 
all of them. I have not checked all of them, but 1 would guess the 
majority of them. 

Take Mali, that great country. One million dollars of economic aid 
is given to them so you want to sell them some arms, 1 guess, to get 
that million back. 


REQUEST FOR INCREASED CEILING ON EXCESS MILITARY ARTICLES 

You also in this new request ask to increase the annual ceiling on 
excess military articles that can be given away without a charge 
against the MAP appropriations. Do you ask that it be increased 
from $185 to $245 million in section 6! Why do you do that? What 
is the justification for that, Admiral'? 

Admiral Peet. 1 am sorry, I missed the question. 

The Chairman. Any one of you can answer. I am not asking Mr. 

Tarr to answer them all. 

Approved For Release 2001/08/30 : CIA-RDP75B00380R0006001 70005-7 



Approved For Release 2001/08/30 : 5 ^IA-RDP75B00380R0006001 70005 

Admiral Pert. I was distracted by a request for the statement 
1 lease repeat your question. 

1 he Chairman. You urge the committee to increase the ceilino- on 
p rtlcles tliat ? an be g iven away -without any charge 

STS & M ^mr roprl “ t,OM - You “ k * b0 ft* 

Admiral Pert. I understand. 

I he Chairman. How do you justify that? 

Admiral Peet. Mr. Chairman, our policy is to eliminate grant aid 
Tj, countries wherever possible as we move toward RMS sales 
1 his we think is a policy that is in the best interest of this conntrv 

Th “ n ” 

tiv^rSch'do^n’thkealy^ Snd°M rest , ricfcions - The ° x ecu- 

That I accept ; I accept that 1 estriction whatever m any field. 

m/tatywSc r td ™’‘ P 6 "****».! 1* can’t 

million ? Can you or l me^ ifv' ” 101 ' 0 ^'^ tlus , fr T om $ 185 to $245 
that you don’t like restrictions !U° C *m’ T 1 you? 1 acce Pt the idea 

ma “ ge ;t “ «“ «- 
z sss ° 0 f f “si 

s ° forth ’ * «p ■srsss 

The Chairman. I want to tie it down to this. The general nronosiHon 

SsTimrS Tte Ii f it now is $m Billion. ^doTu neS 


-7 


The Chairman. 
justification. 

Admiral Peet. Not now within the time- 


give me any 


.... ..... . 1 a. 1 yv vviLinn ine time 

-TtY 3 bUArr: f w . Can either one of you other gentlemen * 

these figOTts 1,11 get ” <“« - 


Approved For Release 2001/08/30 : CIA-RDP75B00380R0006001 70005-7 



Approved For Release 2001/08/30 : CIA-RDP75B00380R0006001 70005-7 

58 

The Chairman. These are your figures; they are not my figures. 

Admiral Pbet. No; but you have to understand what they repre- 
sent. It isn’t something that is that simple that tire answer is just yes 
or no or blade or white 

JUSTIFICATION FOR 1NCRKASKI) CEILING ON EXCESS OFFENSE ARTICLES 

The Chairman. I didn’t ask you black or white; T asked you to say 
anything you want to about it. I was trying to limit it to where 

Admiral Feet. We have rationale on this subject in the CPD (Con- 
gressional Presentation Document) that was presented at the begin- 
ning of this year. The information is out of date at this point, but it 
goes into this in detail. 

The Chairman. That was the latest thing. This came to us this year 
from the Pentagon. 

Admiral Piset. The initial request came in at the beginning of the 
fiscal year when we, were attempting to get this budget. Now we are 
more than halfway through. ... 

The Chairman. We received this 3 weeks ago. This is from the 
Pentagon. Wo only received it 3 weeks ago. 

Admiral Peet. You mean for fiscal year 1973. 1 will provide the in- 
formation for the record. 

(The information referred to follows:) 

Rationale for Hkrukbted Increase in Excess Defense Article Ceiling 
(S upplied by Department ol Defense) 

Tip ecu! ire branch requested the increase in the world-wide ceilinj; on 
excess defense articles from $183,000,000 to $245,000,000 for the fiscal year 19T3 
because the fiscal year 1972 ceiling which did not apply to South Vietnam was 
inadeunale to cover the anti ei pfiti ( 1 needs of South Vietnam during the fiscal 
year 1973, Pursuant to section 8(e) of P.L. 91-072, the ceiling became applicable 
to South Vietnam on July 1, 1972. 

The Chairman. Yes, on these excess stocks. 1 his is your estimate 
of the requirements and it gives each country all the way down. My 
goodness, i don't know how many countries. I have not counted them, 
a lot of these poor ones. 

Senator Percy, do you have an questions? 

.Mil i (j NT Rh'gHJliSL’ED FOR PUBLIC SAFETY 1K< IUKaMS 

Senator Percy. Yes. 1 have. Mr. Chairman. 3 am sorry I had other 
cominii tee meet mgs and could not be here earlier. 

1 low much money is requested under tlie Foreign Assistance: Act 
tliis year for public safety programs? 

Mr. N outer. There is an element of public safety m the supporting 
assistance requirement. I will go through here and add up the num- 
bers tor the several countries involved. My estimate would be that it 
would be in the neighborhood of $20 million. Perhaps, let me give 
you something more precise for the record. 

Senator Percy. All right. 'Could you also supply for the record a 
list of the countries and the amounts for each country ? 

Mr. Nootee. Yes, we will do that. 

(The information referred to follows:) 
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Public safety programs funded from security supporting assistance — Fiscal 
year 1973 congressional presentation 

(Supplied by AID) Millions 

Vietnam ® 6 - ® 

Laos * / '1 

Thailand 1 

Total AID -*■*• k> 

1 In addition, the Department of Defense will provide police commodities to Vietnam in 
fiscal year 1973 at a cost of $12 million. 

Senator Percy. I would appreciate your assessment of the value of 
the public safety programs. „ , 

Mr. Nooter. If I could clarify the objectives of the public safety 
program. Included in this request today are only those public safety 
programs for the countries where we fund the economic programs 
with supporting assistance. There is one in Vietnam, Laos, and Ihai- 
land. The public safety programs funded in the other parts of the 
world are funded under the technical assistance category and are 
not included in this request. . . 

In the countries that are at issue today, of course, civil law has been 
a very important factor, particularly in Vietnam, in trying to main- 
tain order in tlxc countryside at the village and at the hamlet level, 
and wo think it has been a very important part of that program. Now, 
under the cease-lire agreement our public safety advisers will be with- 
drawn from Vietnam. 


rClJUIC SAFETY FROGRAMS IN COUNTRIES UNDER MARTIAL LAW 

Senator Percy. Are we providing equipment and training assistance 
for public safety programs in countries that are now under martial 

law ? . „ „ , 

Mr. Nooter. Well, that would be outside of my purview. I hat 
would be in countries not under consideration hero today m the sup- 
porting assistance request. Put also I am not certain which countries 
you put in that category of martial law. There is a term of art in- 
volved there. „ . . . . . , , . 

Senator Percy. You can put a number of Asian countries m that 
category, certainly Korea, and, at present, the Philippines. 

Mr. Nooter. Those countries aren’t under my authority, but I be- 
lieve we do have public safety programs in Korea and the Philippines. 

Senator Percy. Do you feel that when wo fund public safety pro- 
grams in countries where civil liberties have been curtailed,. that we 
may put ourselves in the position, over the long run, of becoming asso- 
ciated with programs which repress, the very liberties on which our 
own country was founded and in which we believe so strongly. 

Mr. Nooter. Well, I believe that depends on what is going on in 
that police force and in that country, and it is hard to generalize. 

Our objective is to provide a civil arm of government which oper- 
ates in a humane and competent manner because frequently the police 
force is the principal form of contact between the people of the coun- 
try and its government. To the extent that our people’s presence helps 
to make that police force operate more humanely and more justly 
and in accordance with programs of law then w r e think it has a real 
place in our programs. 
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8. naloi I kw't. Should it; not be a cardinal principle that we should 

Woiltf it'uot^e aSSOcktion repressive, racas- 

wliei lier "n il J 52 ’ t0 Ipt c « unt ™s purchase such assistance, 

Mr NYnLpTv’Ji training, rather than receiving it as a gift 9 

bet me noint. to VneoVtS' mrrt and complex judgments, 
wuc ti a - J < iiii i cult ones m my experience which 

™^,:"!sr fstan “ - »«* w* «o 

As you know a couple of years ago there was a great deal of pub- 
lic ty about conditions in the prison on Conson Island We had P nnd 
ave ha, np until recently, prison advisers working wittf the aS 
namese. 1 here was a great temptation to back off from those pro-ams 
! ,h ,I h f ™ «"W ' ™ «V, “We don’t 

;“™ !7 «A*k the eSfoS 

since, that ti 

tha'/’senV-fp 11,1 -';; 11 °f P^blin safety auviaers m Vietnam now, and in 

•• t itw :> rij my i ] ° b ens,er > but 1 would have to say in that 
<asc ,t v..f, a difficult judgment — do we want to take a chance of 

shlif? rt- 1 a ’ VerWP or do we want to try to improve 'the 

sati ation. 1 believe our pidgment should be that where we think we can 
malm a mu contribution and where the people we are worldttS 
, h i; ,ng responsive, then we deserve to give that a try and s^Ti ' we 
can’t, improve, the situation. “ J w e 

Senator Percy. Well, I think you are right when you sav it is a 
is why 1 riised “• 11 boih ™ - »” d # 

FUXDINr, RECONSTRUCTTO N assistance by cutting MIT1TARY assistance 

Secretary Tarr, do you feel there is any chance that the administer 
tion in developing a reconstruction program for Indochina could 
develop that proposal and submit it to Congress coincident with a 

-ttTe b ;:r litar ? t aid ljrog r ,ms ’ and to 

assistance by cutting military assistance which should he less neeos- 

f Ch r a hencefort V ™is would seem a better solution than 
i (•during domestic programs for the poor. 

atinn t w SlbIp p aS T $° into a P eri od now— a period of negoti- 

atmn, not confrontation-to start cutting back military aid in order 
to finance reconstruction? y «uu in oucr 

Mr. Tarr. How the arithmetic would work out I am afraid I could 

(din^rtnm 68 ^^ *5”" P° mt - However, if you combine both the For- 

£ f 1 Parfc that 18 militar y related, and the request 

ohvimwrt fmldin # ! were put together before the cease-fire, there 

obviously is some flexibility. 

fleliWlhT iuT together there obviously is some 

ncxibih! y m -light of the changed situation. Furthermore, I would 

hope that a program that affects the countries of Indochina when it 
is brought to this committee and the Congress generally would be a 
program that would take the place of some of the activity we have 
earned on unto now. J 
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Ihe support program for commodity imports in Vietnam is a 
case m point. I am not sure that this will be the case, but I would 
guess that if a program can be presented for Indochina, that it would 
take the place of the program that we now have in supporting assis- 
tance, so there are sources of funds for at least some of this activity, 
but the magnitude is something that I cannot speculate on right now. 


EFFECT OF VIETNAM AND LAOS AGREEMENTS ON MILITARY ASSISTANCE 

Senator Percy. Our military related aid program in South Viet- 
nam has been running at roughly $3 billion, including aid funded 
through the DOD budget. Only a small part of this, $53.4 million 
for excess defense articles and $585 million for AID supporting as- 
sistance, which .are not insubstantial sums except in comparison to 
total military aid, fall under the Foreign Assistance Act. 

What effect will the Vietnam and the Laos agreements have on mili- 
tary assistance, such as the training of military personnel or support 
for paramilitary groups, including security forces and police? Would 
you see substantial reductions in our military-related aid as a result 
of those agreements ? 

Mr. Tarr. Well, I think the substantial reductions would come from 
a transition from a hot war to a period of a cease-fire and if, in fact, 
a cease-fire works then there are at the very outset considerable 
savings in ammunition, tremendous savings in ammunition. 

Now, I don’t really think that the savings in training will be that 
large a factor. 

POSSIBILITY OF BRINGING MILITARY AID UNDER FOREIGN ASSISTANCE ACT 

Senator Percy. Now that we have two signed agreements and an 
international meeting coming up next week on these matters would 
you feel the time has come to bring all forms of future United States 
military aid to South Vietnam and Laos under the Foreign Assistance 
Act ? I have in mind military aid to South Vietnam and Laos which 
is now being funded through DOD, and military and paramilitary 
assistance given to Laos under CIA auspices. 

Mr. Tarr. Senator, we discussed this point earlier. As perhaps you 
know, the President already has submitted a budget that continues 
to include these two countries under the service funding, but I pointed 
out to one of the gentlemen on the committee that the topic is actively 
being considered now, and I think the President has not yet made 
up his mind whether he would like to ask that the Congress* continue 
this as a part of service funding or whether in fact he would sug- 
gest on his own that it now shouldbecome a part of military assistance. 
I think the decision has not yet been made. 

FISCAL YEAR 1974 REDUCTIONS IN U.S. MILITARY AID TO VIETNAM AND LAOS 

Senator Percy. We are now limited by the Vietnam agreement to 
providing equipment only on a ono-for-one, replacement basis. I would 
hope w T e could reach a point, and I would hope the international meet- 
ing next week in Paris would take this up, to consider whether a total 
embargo could not be placed upon military shipments into Indochina. 
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I am taking into account the fac t that we moved in massive amounts of 
equipment before the cease- lire, and that there are more airplanes in 
South Vietnam, I understand, than pilots. Their future needs seem to 
he well provided for. Whan reductions do you and your colleagues 
with you today see ahead for U.S. military and security assistance 
programs to South Vietnam, and Laos, in fiscal 1974 ? 

Mr. Tabu. Well, I think ve have no speculation to give you on this 
point. Senator, but I think our nopes are certainly not far from yours, 
and we look forward to a day when we can be preoccupied with the re- 
construction of those areas either under our assistance or somebody 
rise’s or under their own initiatives so that they can restore them- 
selves to the full benefits of peace. 

I don't think, however, we could speculate on the degree to which 
that figure of something over $2 billion last year to South Vietnam 
would be an essential component in our program for next year. I just 
am not prepared to speculate on that. 

I know it is not an adequa te answer to give to a member of the com- 
mittee, but we in our work have not been all that closely associated -with 
the service funding programs, and we know about them inferentially, 
but we are not that conversant with all of the items in those programs. 

PARTICIPATION IN R) 5CON STRIJ GTION AID IN INDOCHINA 

Senator Percy. Would you comment on what participation in the re- 
construction aid in Indochina you envision from the Soviet Union, 
China, and the Eastern European countries, who have participated in 
supplying massive amounts of war material to North Vietnam? What 
role will they take in the reconstruction program ? If they want to take 
a role, how will we set up our machinery to work with them? Have we 
1 ooked into this question ? 

Mr. Tare. I don’t think so, and I do not think that we have any indi- 
cation from those nations as to the degree to which they would like to 
be involved. I think there is real interest on the part of the Japanese to 
become involved, but so far as other nations are concerned, I am not 

sure. . ... 

Senator Percy. Are we now actively encouraging and soliciting; the 
support and help of other countries? The President is pretty much on 
record that $7.5 billion would be required. I think it is now quite clear 
that he did. not mean from the U.S. taxpayer alone, but as an inter- 
national program. Are we taking the lead in encouraging other nat ions 
to participate and in helping to facilitate their participation ? 

Mr. Tark. I don’t think we have prior to the meeting in Paris. In 
other words, I don’t think that we have launched a concerted effort to 
solicit assistance from other countries as yet. 

Ain TO COMMUNIST CONTROLLED AREAS IN SOUTH VIETNAM 

Senator Percy. Could you comment on what we intend to do about 
aid to areas in South Vietnam that are controlled by the Communists? 
Will all U.S. aid in South Vietnam be funneled through the central 
government in Saigon? 

Mr. Tare. I don’t think that has been considered, sir. 
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EFFECT OF COALITION GOVERNMENT IN LAOS ON U.S. AID 

ooveTmS^ C f H ST 1]y ’ What cff ^will the formation of a coalition 
. ® rr| ment in Laos have on our U.S. aid program there? 

Senate^P 1 that T* have reall y discussed that at all. 

“ Percy. I don t envy the job you have ahead of you. I ask 

nnri T f th ff e ,5 uestlons knowing there probably isn’t an answer vet 
and I wouldn t expect you to havo answers to all of them We have 
a very complex set of problems ahead of us, but it is a lot better to 
work on the problems of peace than of war.’ If we can put the same 

v™Sfi?dSSlw*L mt0 Bolvmg kimla of pi ' oUe,ns ' 1 think 

CURRENT U.S. FOLICY ON ARMS SALES 

a iTVf' on K th f 1 ' committee in 1967 but was interested at the time in 
a vote taken by the committee to cut back arms sales proo-rams 1 
would value your opinion on this. In its report on the AID bdl that 
W committee said, “Current policies have resulted in U S 
uinished arms appearing in the hands of both sides in all too manv 

slmu 0 irL < used t fm a e°o nd ■ he , glo 1 bo ’ sa PP in S scarce resources which 
Allonit use d foi economic development and creating an arms mer- 

£ of “oSSg wo , fld C ™fa t 2'» WhiCh ““ °" r h “*> ob i“‘ 

situations. 1 "^ ™ ^ ^ “ Pakistan and Ind ia, as well as in other 

Would you describe generally the current U.S. policy on aims sales 

thre'S 1CS WhlCh ’ m ° Ur ° pini ° n ’ d ° n0t face a Prions ^eta! 

S. ues * lon *<> learn whether the administration has updated 
lts P? 1] , c 7 following this report issued several years ago. upaat6Cl 
• *' ; , Aaa - lh o Pokey, insofar as I understand it, is that we have no 

need "whatsoever! 11 ^ nS t0 b " ild f ° rCeS for which the 7 ba ve no 

The needs may be external, and perhaps we could give Turkey as 
an example of these ; the needs in other instances are internal and 
quite obviously m few instances would a country whose problems are 

requirements as great a/thoee wife face a rea? 

But back to the quotation from the report; I think it is interesting 

TTS^Wh ° V f of these developments go on without 

U.S. lmolvement, and that does not justify our involvement on that 
basis alone, but recently I learned that the first Mig-21 pilots have 
returned from their training to Bangladesh. I think most of us Wild 
question seriously the need m an area like Bangladesh for pilots of 

fife the" uSVates • ¥ig_ ? L ^ a ^ peopIe alle ^ d ifc is onl y 
Unit ed States is involved m these things that problems 

like this occur. Well, here is a clearcut case where the United States 

was not involved at all. We have taken the position that this was not 

goon ° f appropnate involvement, and yet these kind of excesses do 

Senator Percy. It is certainly a dilemma. 
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RATIONALE TOR U.S. INVOLVEMENT IN ARMS SALES PROGRAMS 

I noticed a New York Times ar ticle of February 22 : 

Iran will buy $2 billion in U.S. arms oyer the next several years In some ways 
officials say the Nixon administration is returning to a policy of a decade ago 
when the Defense Department pushed foreign military sales so aggressively that 
Prime Minister Harold Wilson cf Britain publicly deplored the high pressure 
salesmanship of tin 1 Americans. 

Are we using high pressure salesmanship again now, in light of our 
fiscal crisis? Is this going to be one way we are going to try to solve 
the fiscal crisis? It might help us in one respect, but it might also once 
again be a diversion from a muen stated policy of tins administration 

that we want to go into an era of peace. . 

Mr. Tarr. No: I think that the fundamental rationale for our in- 
volvement in these programs is not to enhance U.S. business oppor- 
tunities abroad but is to fill the- valid needs of nations for their own 
security. I think the chairman a moment ago was trying to investigate 
the point that the only rationale for many of these programs is for us 
to do business abroad. None of us will argue that business might not 
be a byproduct, of our involvement for other reasons. 

Now,' the Defense Department position of sometime ago— you 
quoted in this article that we both read in the Now York Times this 
morning— was partly the result of concern in the Department ot De- 
fense that larger sales of commodities might be made and thereby the 
research and development charges for these commodities might, be 
spread over more units and, therefore, the cost of these weapons sys- 
tems to the United States would be lower. 

There is no thought whatsoever, to my knowledge, that we return to 

this kind of program. , , . - 

I would simplv like to state for the record that the reason for this 
program is not to enhance business opportunities abroad, although 
this might result from a sale 'here or there. The fundamental reason 
for doing this is to meet tie valid security requirements ot nations 

as we interpret them to be valid. . . 

Senator Percy. I would like to say that I ask these questions to 
indicate the complexity of the problem, and that we have to rethink 
many of the things we are doing now as we go into a new era. 

COMMENDATION OF WITNESSES 

However, I couldn’t imagine this program being in more capable 
hands than yours and I would like to state my great respect for your 
own judgment, and the way you have carried out your responsibilities. 
I have appreciated all the guidance and counsel you have given this 
committee and to me. 

Mr. Tarr. You are very kind, sir. . ,, . 

Senator Percy. I have no further questions, Mr. Chairman. 


questions for the record 

Senator Pearson (presiding). Mr 
Admiral, there will be some further 
the committee. If you will respond to 
them a part of the record. We thank ; 

M r. Tarr. Mr. Chairman, we will be happy to do so. 

(The information referred to follows :) 
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aestions submitted to you by 
lose in writing, we will make 
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Committee Questions and Responses op Mb. Take, Department of State 

Question 1: Congress lias been told that the Administration’s objective is to 
Phase out the grant military program and replace it with a straight line sales 
program. 

(а) Do you have a definite timetable for making this conversion? 

( б ) If not, would you oppose an effort by Congress to set a timetable phasing 
out grant aid in two years, for example? 

Answer : The President has made clear that our desire is to have other coun- 
tries assume the primary burden for their own defense. Within this context, a 
reasonable balance must be struck between the economic and security objectives 
of these countries on the one hand; and, on the other, the likely impact on 
regional stability of failure to meet minimum security objectives. No all encom- 
passing formula or precise timetable can be established for the transition of 
these countries towards self-reliance. In some instances, economic and local se- 
curity considerations will permit early termination of grant materiel assistance ; 
in others, a more gradual changeover is considered prudent to insure an orderly 
transition. 

We would point out that the number of grant materiel assistance recipient 
countries is declining. We expect, for example, to “graduate” three in the FY 74 
program, and several others in the years immediately ahead. On the other hand, 
we cannot predict with any degree of assurance the configuration of U.S. base 
rights requirements abroad. Moreover, while we are making strenuous efforts to 
foster a climate of accommodation in the international community, volatile 
situations exist in such areas as the Middle Bast. Thus, it would be difficult to 
predict what new demands could be placed on the grant program in the future. 

Finally, it must be noted that approximately one-half of those countries listed 
as grant aid recipients fall into the training only category. In short, they do 
not receive grant military materiel assistance. We regard the training program 
as an invaluable instrument of policy, one which deserves separate considera- 
tion. Indeed, we believe that a reasonable case could be made for placing of 
professional military training on a footing comparable to the Fulbright-I-Iays Act. 

Consequently, we do not believe that a 2-year deadline for termination of the 
program is prudent or wise. 

Question 2 : The economic aid we give to South Vietnam, Cambodia, and Laos 
is justified primarily on the grounds that they bear a heavy budgetary burden 
from supporting large armed forces. 

(a) What will be done to reduce the size of the armed forces in South Viet- 
nam, Cambodia, and Laos after the shooting stops? 

Answer : All three countries recognize the burden that their large military 
establishments place on their economies and want to reduce them when the situa- 
tion permits. In the case of Vietnam we would hope that discussions between the 
two South Vietnamese parties will lead to a troop demobilization. It is not pos- 
sible, however, to predict the rate of reduction at this time. 

In Cambodia there is no cease-fire and no formal negotiations. If and -when a 
cease-fire is negotiated and implemented, we would expect that the size of the 
Cambodian Armed Forces will be reduced considerably. 

Royal Lao Government will be anxious to reduce the burden of an unnaturally 
large armed force. The U.S. Government will assist in whatever way possible to 
bring about the transition with a minimum of disruption but the problem is 
essentially one for the Lao Government which will only begin the process when 
it is assured the external threat has diminished. 

Question 2 : The economic aid we give to South Vietnam, Cambodia, and Laos is 
justified primarily on the grounds that they bear a heavy budgetary burden from 
supporting large armed forces. 

(5) How will the cease-fire be reflected in the amount of straight budgetary 
support we give them ? 

Answer: In the short-run there will be little, if any, budgetary saving in 
South Vietnam primarily because of the maintenance of force levels. However, in 
the long-run, assuming the cease-fire agreement is successfully implemented and 
demobilization will occur, we do believe the budget support can be reduced. It is 
not possible at this time to quantify the savings that would occur from such a 
force level reduction. 

In Cambodia our economic aid is not designed to provide budgetary support 
but rather to maintain an adequate level of imported goods. If and when a 
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cease-tire is implemented and Cambodian exports increase, we plan to reduce our 
Commodity Import assistance accordingly. 

There is no direct budgetary support in Laos. Through the Foreign Exchange 
Operations Lund (FEOF) the United States and other donor nations provide 
the resources necessary to stabilize the Lao economy which faces severe infla- 
tionary pressures as a result of the deficit financing to which the Lao Govern- 
ment must resort in order to meet wartime demands which greatly exceed avail- 
able revenues. The need for this stabilization assistance will continue for the 
foreseeable future because even with the end of hostilities there will he heavy 
demands on the Lao Government, e.g., for refugee resettlement and integration 
of veterans into the economy as veil as for normal civilian services, while the 
Lao Government will be able to reduce its military establishment only gradually. 

Question 3: The Defense Department provided the Committee, at our request, 
with a. table listing country-by-country allocations of military grant aid, credit 
sales, and supporting assistance. The table is classified, although the same basic 
information was given in an unclassified form last year— except for programs for 
a few countries in the Middle East. 

(а) Why is this information classified? 

(б) Will you declassify this information? 

Answer: The data contained in the referenced table has been declassified with 
the exception of Die column reflecting FY 1973 approved ORA levels. This column 
remains classified Confidential in (hat ORA allocations have not been divulged 
to the countries concerned. 

Question 4 : Please provide a status report on the implementation of Section 
514 of the Foreign Assistance Act of 1971. including an estimate of the amounts 
expected to be received in FY 15)73. 

Answer: With the exception of countries specifically granted an exemption, all 
recipients of grant military assistance have agreed to make the ten percent 
deposit requirement. Seven countries, many of which are on the excess currency 
list, have been waived on the grounds that sufficient local currencies are available 
to meet all official costs without the ten percent deposit (Section 514(b)). In 
addition, three countries have been exempted on the grounds that militarv 
assistance is provided in exchange for the use of military liases by the U.S. 
( Section 514(c) (1 ) ) and the President has exempted two countries on the grounds 
that this is Important to U.S. national security (Section 014(a) ). 

In mid-November the first billings under the ten percent deposit requirement 
covering the period February 7 through June 30 were sent to 32 Embassies for 
transmittal to recipient countries When full payment is made we will receive 
8880,000 in local currency. The relatively small amounts subject to collection 
under Section 514 reflect the fact, that nearly 80 percent of the FY 1972 program 
was ordered prior to February 7. 1972, when the new local currency deposit pro- 
vision became law. Billings for the first quarter of FY 1973 were sent for trans- 
mittal on February 2. 1973. It is anticipated that total collections for fiscs! year 
1973 will be about $11.2 million. This amount should he fully collected by the 
end of this calendar year. We have decided to bill training' only countries in 
FY 1973 on an annual basis because in our opinion the added cost of quarterly 
collection for these countries (about 5 percent of total anticipated collections) 
exceeds our estimate of intere.it lost to the U.S. of annual billings. 

Collections of local currency as of January 31. 1973. totaled $81,107. In some 
oases, the recipients have requested a more detailed breakdown of the assistance 
furnished by commodity and military service. To a certain extent, these problems 
have delayed recipient local currency deposits. 

Question 5 : List all MAP recipients where the U.S. purchased local currency 
in FY 1972 and so far In FY 1976 to meet. U.S. expenditures in those countries. 
Please indicate the amount purchased in each year. For the non-excess countries, 
what are our estimates for FY 1974 ? 

Answer : The attached tables show the amount of local currency purchased by 
the United States in both FY 1972 and the first half of FY 1973 as well as projec- 
tions for FY 1974 for each MAP recipient. The FY 1973 figures Include purchases 
of local currency by civilian disbursing officers only. Figures for military 
purchases of local currency an; not readily available at this time. 
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U.S. LOCAL CURRENCY PURCHASES IN TRAINING ONLY COUNTRIES 


[In millions of dollars] 


For fiscal year 


1st half, 
fiscal year 
1973 by 
civilian 
disbursing 


Africa: 

Senegal 

Zaire 

Ghana 

_ Mali 

Latin America: 

Argentina 

Brazil.. '“7 

Colombia. II”" 

El Salvador Him 

Honduras 

Mexico. 

Peru. ..." 

Venezuela III 

East Asia and Pacific: Malaysia" 
Near East/South Asia: 

Afghanistan 

Lebanon Ill”" 

Saudi Arabia Ill 

Europe: 

Austria 

Finland 

Portugal III”! 

Total 


2 Unavailable. 


1972 officers only i 


Estimates for 
fiscal year 1974 


13. 537 

(?) 

6. 895 

.914 

0.700 

1.592 

.123 

None 

.597 

. 695 

.270 

.704 

3. 863 

2. 283 

1.890 

23. 200 

9.992 

13.380 

34. 521 

19.218 

59.321 

3. 566 

2. 500 

.819 

9. 416 

2.740 

7.960 

7.049 

3. 349 

6.928 

6. 526 

2.915 

13.750 

5. 894 

2.895 

2.475 

1.661 

4. 190 
2.927 

1. 190 

1.120 

1. 697 

3.664 

2.396 

1.620 

1.420 

2.246 

1.150 

7.251 

3.260 

3. 640 

1.300 

.670 

.246 

6.911 

1.035 

6. 800 

134.911 

57. 228 

136. 732 


e at this time. 


U.S. LOCAL CURRENCY PURCHASES IN MAP EQUIPMENT AND TRAINING COUNTRIES i 
[In millions of dollars] 


1st half, 
fiscal year 
1973 by 

r , civilian 

For fiscal year disbursing Estimates for 

1972 officers only 2 fiscal year 1974 


Africa: 


Latin America: - 

Bolivia 

13.304 

9. 645 

2.970 

2.090 

.268 

.722 

1.043 

13. 021 

9.416 

.668 

7.167 

3.482 

Dominican Republic 

Eduador . . 

Guatemala 

.616 

13,008 

3.222 

Uruguay 

East Asia and Pacific: 

China 

— 6.667 

1.337 

1.159 

14.762 

5.900 

1.176 

.289 

1.500 

7.271 

1.906 

.493 

16. 238 
87. 202 
None 
96, 083 
98. 100 

2.365 

Indonesia 

Philippines 

79.275 

.517 

87.353 

None 

None 

49. 630 

Near East/South Asia: - 

Jordan 

89.190 

2.150 

6.420 

.462 

Total 

5. 558 

59,710 

None 

2. 200 

8.715 
65. 680 


387.473 

74. 670 

417. 807 

in tfrfe SUM ^ t0 pUrcl,a “ e °° ds a " d ■» and Liberia. No local currency purchases are made 

stimates of local currency purchases by military disbursing officers not available at this time. 
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Question 6: How many recipients of U.S. assistance provide economic or 
military aid to other countries? Please identify these recipients of U.S. aid and 
indicate the amount they are providing do other countries. i stance haye 

Viewer - ifiicven (11) countries which are recipients of U.b. assistance nam 

paucity of available information regarding the assistance activities 

jssi iSL&JSm**. — «*«< •;« •rtjwfflSPS sss 

ax muxs, asxzxsxi » 

assistance which have 

Following, by region, is a lisstin,; oi recipi.eiAL» 
aid programs of their own : 

li rffiOPE 

A uxfria Austrian official economic assistance amounted to $10 million in 

1071 These contributions went largely to multilateral organizations such as the 

World Bank anil United Nations programs. h exclusively 

it'inl'ind’s official development assistance, which consist exclusively 

, ion ot the total and in eport credits, ■> 

some technical assistance to Batm American and Afncan countries. 

NEAR EAST AND SOUTH ASIA 

India -India provided in 1971 and 1972 a sizable amount of aid to Bangla- 
^tli rnmLi^ equipment and' trail ling, and has assisted in mine-sweeping opera- 

lS-”SS=H=iS 23 » 

?Sr=£SS=S: 

T^ l “ftMs a™sunc"m=dim;"d^n?Se 1071 lAdo-Pak war, but 
is once attain increasing. Arabia has made available some 

srs,;ra,rss. wmss ssssta kats. v 

ra^SS^XSSmSi. training to »,U nntnhe., .1 At.h air 
force personnel at Greek facilities. 


fast aria 

„ ,7., n . F iU ii*n The ReDUbli-? of China follows Israel in terms of being 

SK^cwmtrie* Thffi^is t a n decli^e°o" < Tr , from S 't^ 1 \i 1 igh-watCT^ 

indent groups operat- 

Ins in countries oil the periphery of the People s Republic of Ch n . 
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SOUTH AJIEKICA 

Brazil . — A newcomer among aid donors, Brazil is estimated to have provided 
economic assistance totaling $70 million by mid-1972, with the largest recipient 
being Bolivia. Colombia, Ecuador, Peru, and Venezuela are also reported to have 
received assistance from Brazil. A portion of the $13 million to Bolivia is reported 
to consist of surplus military equipment. 

Question 7 : Has the Executive Branch in the last two years dropped any coun- 
tries from the list of those receiving grant military aid? If so, which countries? 
How much has been saved? Have any countries been added in this same period? 
At what cost? 

Answer : 



Dropped 

Added « 


Burma 

None. 


Sri Lanka 
Equador 


Iran 

Sri Lanka. 3 


Greece 4 

Thailand. 1 


1 Assuming that the programs for these countries had continued at the level of the preceding year, the savings would 
have amounted to $3,357,000. 

2 If the program had materialized as planned, we would have saved $Z, 142,000. 

* Although the fiscal year 1972 program as currently planned will be carried out, the effective date of Greece's curtailment 
of grant aid is Jan. 1, 1973. 

■ Shift from MASF to MAP. . . . . . • t i 

r The fiscal year 1972 program for both countries is estimated at approximately J30,000,00u. 


Question 8 : East year several Members of Congress proposed that funds be 
taken from military assistance to finance a naval training facility at Key West, 


jd lunuti. , . . . 

Did the Administration support that project? What is its current thinking 
about such a project? Is a training facility of this type needed ? 

Answer : The Adminisration did support the planning for the Naval Training 
Facility at Key West, Florida. However, during the budget review of submis- 
sions from all executive branch agencies, the decision was made by the Adminis- 
tration not to use the funds for the Key West Naval Training Facility in the 

interest of holding Federal outlays for FY 1973 to $250 billion. 

The U.S. Navy believes that a training facility of this type is needed. Latin 
American governments are purchasing ships, aircraft and other naval associated 
equipment as well as participating in Joint exercises with the U.S. Navy. This 
activity by the Latin Americans will create increasing demands for U.S. train- 
ing and doctrine. 

Question 9: How many naval training facilities does the U.S. Government 
support? Where are they and how much do they cost annually? Are these facili- 
ties available to Latin American naval personnel under the MAP Training Pro- 
gram? How many Latin American naval personnel have received training at 
these facilities? How many are currently enrolled? . 

Answer : The U.S. Government supports about 75 naval training facilities in- 
cluding professional training schools, specialized training facilities, flight train- 
ing and the Service Academy, all in the Continental U.S. ___ 

Most of these schools are concentrated at U.S. Navy facilities on the East and 
West coasts. Total O&M funding for the schools is approximately $255 million 


All facilities are available to Latin American naval personnel except those 
devoted exclusively to instruction on classified subjects in which the foreign navy 
concerned has no security clearance and/or no “need to know” (e.g., Nuclear 
Power School ) . . , 

For the fiscal years 1964 through 1973 (projected) 4,882 Latin American naval 
personnel has received training at the CONUS facilities. 

There are 72 students currently enrolled. . 

In addition to training being conducted in the United States, there is a small 
training detachment in the Canal Zone which trains approximately 150 Latin 
American personnel in basic naval skills annually. 
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Question 10: Please supply information concerning the total cost (by expense 
ca tegory I to the United States for South Korea’s participation in the Vietnam 
conflict. 

Answer: The cost to the United States for South Korea’s participation in the 
Vietnam conflict is shown below: 


|ln millions of dollars) 


Fiscal years— 


Cost category 1966-71 • 1972 1.973 


Military personnel 92.8 (; 4 .g 

Operations and maintenance - 55.7 47.1 

Procurement . 19 4 31 S 

Total i,U7.T 167^ 9 1 : 3 ! 8 


1 Breakout by expense category not available. 


Question 11 : Why isn’t aid to Bangladesh funded out of the regular economic 
iiid categories — development loans and technical assistance — now that the emer- 
gency situation brought on by tie war is over? Why should one country be 
singled out for a special appropriation? Isn’t this a way to get more money 
from Congress and spread the regular aid program further? 

Answer : Aid for Bangladesh beginning with FY 1974 is proposed to come 
from the regular Development Loan and Technical Cooperation categories. The 
period from Independence through June 1973, approximately 18 months, was 
seen by the United Nations, and accepted by the United States and others, as a 
period of relief and rehabilitation on an extraordinary scale before more normal 
development activity, and financing, could bo resumed. The scale of destruction 
and disruption and the urgency of the need were such that regular aid cate- 
gories were not appropriate means of responding to pressing requirements. 

The response by the United States amd by others has been on an extraordinary 
scale, suited to the massive needs. Over $1.1 billion has been committed so far 
from all sources during this transitional period, including some $320 million 
from United States Government funds, both from P.L. 480 and from the special 
provision in the Foreign Assistance Act added at the initiative of the Congress. 
Aid at this generous level is neither required nor expected when, beginning 
with FY 1974, the unusual relief and rehabilitation phase is substantially com- 
pleted and regular development begins. 

Question 12: What is the current policy concerning military grants and or 
sales to Pakistan and India? Is any consideration being given to changing that 
policy? 

Answer : Regarding South Asia, we have maintained the embargo on the ship- 
ment of military items imposed in 1971. This policy remains under review 

Question 13: It. was reported recently that Greece has decided that it docs 
not want any more grant military ai l from the United States. 

(a) Why did Greece take this initiative? Why didn’t the Administration 
cut off grant aid if it was no longer needed instead of waiting for the Greek 
government to act? 


(6) Will the liomeporting arrangement with Greece bring in as much in 
dollars as we now give her in grant aid? 

Answer <») It is the announced intention of our government to reduce and 
ultimately eliminate grant military assistance programs as recipient countries 
become increasingly able to assume a greater share of the financial burden of 
their military requirements. We are in regular consultation with the GOG con- 
cerning the U.S. military assistance program as well as other matters of our 
mutual security interests, so they are naturally aware of the direction of our 
thinking on this matter. In particular, the Greek Government understood that 
we planned to terminate the materiel portion of our grant military assistance 
piogram for that country in the near future, and accordingly they decided to 
forego the small amount of such aid that they could reasonably expect to re- 
ceive before the program’s termination. 

Answer ( 6) According to Department of Defense estimates, the recurring an- 
nual expenditures entering balance of payments computations and attributable to 
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the homeporting program in Greece will be about $11.8 million. Grant aid pro- 
grammed for Greece was $20 million in FY 71, $9.9 million in FY 72, and $0.7 
million in FY 73 . 

Question 14 : Is it not true that the principle reason that such a high propor- 
tion of grant military assistance to the Philippines is being devoted to invest- 
ment costs because of the inadequate funding in previous years by the Philippine 
Government of its own defense budget as a result of which the U.S. has had to 
pay higher “0” costs in previous years than originally planned and has had to 
postpone investment costs? 

Answer: It is correct that the Philippine Government has had difficulty in 
providing sufficient funds to meet all of the requirements of its defense in pre- 
vious years. This is primarily because the Philippine Government has chosen to 
devote’ a major portion of its available revenues to socio-economic programs. 
While the Philippines has budgeted its financial support for the Armed Forces 
and economic and social development projects as wisely as it can, the unfortu- 
nate fact is that sufficient funds to fully meet both objectives have not been 
available. 

The United States Government has attempted to partially rectify this short- 
fall through our Military Assistance Program. It is in the U.S. national inter- 
ests that the Armed Forces of the Philippines (AFP) be adequately equipped, 
maintained and trained because of the historic and continuing importance of 
the Philippines as a U.S. ally in the Western Pacific and because of the important 
role played by the AFP in preserving internal security and stability in the 
Philippines. 

Successive Philippine Administrations have sought increased military budgets 
with varying degrees of success. The Philippine Government realizes that there 
will be an increasing requirement for higher appropriations for operations and 
maintenance costs as U.S. MAP expenditures for operations and maintenance 
are reduced in favor of a higher proportion of investment items in accordance 
with our current worldwide MAP policy. 

This policy envisions that foreign countries should, wherever possible, pay 
the operations and maintenance costs for their armed forces and, that the most 
effective use of U.S. military assistance funds normally is achieved by provision 
of investment items such as aircraft, communications equipment, vehicles, patrol 
craft, etc. 

Question 15 : The Executive Branch request for military aid to Korea is for 
implementation of a Five-Year Modernization Plan. The Committee staff has 
attempted to obtain a copy of the agreement — or agreements— with Korea con- 
cerning this plan, but thus far without success. Will you provide the text of 
the agreements to the Committee? 

Answer: Agreement with the Korean Government concerning the Moderniza- 
tion Plan was recorded in a joint statement (copy attached) initiated and is- 
sued on 6 February 1971, announcing the completion of satisfactory talks on 
modernization of the Korean Armed Forces and the reduction of U.S. Forces 
in Korea. 

In the U.S./ROK Joint Statement the U.S. agreed to assist the ROKG in its 
effort to modernize its defense forces through a long-range military assistance 
program on the basis of joint U.S./ROK military recommendations. Consulta- 
tions between the two governments on the reduction of U.S. troop strength in 
Korea by 20,000 and on the subsequent repositioning of Korean and U.S. troops 
also have been concluded in a sprit of mutual understanding and close coopera- 
tion. Reductions in the level of U.S. troops in Korea do not affect in any way 
the determination of the USG to meet armed attack against the ROK in accord- 
ance with the Mutual Defense Treaty of 1954 between the ROK and the U.S. 

UNITED 8TATES-REPUBLIC OF KOKEA JOINT STATEMENT ON U.S. TROOP REDUCTION AND 
KOREAN MILITARY MODERNIZATION 

The Government of the Republic of Korea and the United States Government 
have completed satisfactory talks on the program for the modernization of the 
Korean armed forces and arrangements for the reduction of U.S. forces in Korea. 

The United States has agreed to assist the Government of the Republic of Korea 
in its effort to modernize its defense forces, through a long range military assist- 
ance program on the basis of Joint United States-Republic of Korea. military rec- 
ommendations. The Korean Government notes with satisfaction that the United 
States Congress has approved $150 million as supplemental funds for the first 
year portion of the said modernization program. 
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betwee « the two governments on the reduction of U.S. troop 
stiengfh m Korea by 20,000 ui.d on the consequent repositioning of Korean and 
U.b. troops also have been concluded in a spirit of mutual understanding and close 
cooperation. 

Reductions in the level of United States troops in Korea do not affect in anv 
way the determination of the United States Government to meet armed attack 
against the Republic of Korea in accordance with the Mutual Defense Treaty of 
19;>4 between the Republic of Korea and the United States. 

Annual security consultative meetings to be attended bv foreign and defense 
oflicials of both governments at a high level, will be held to assess the nature of the 
military threat directed againsr. the Republic of Korea. In such discussions, over- 
all capabilities to defend against the threat will be evaluated. 

Question IK: Was the so-called Five Year Plan for modernizing the Korean 
armed forces at a cost of St. 5 billion the quid pro quo for Korean agreement to 
the wiflidiawa! of a TJ.S. divis on from Korea? Why was a commitment of such 
magnitude made without prior consultation with the Congress? 

If flie Executive Branch does not consider this to be a “commitment” in the 
amount of $1.5 billion, why were members of the Committee staff informed by 
Embassy officials during a recent visit to Korea if the Military Assistance Pro- 
gram for Korea for FY 1978 were fully funded, approximately $570 million would 
be required to complete the Five Year Plan on schedule? 

Answer :_The Five-Year Plan for modernizing the Korean Armed Forces at a 
cost of $1-5 billion was not a quit i pro quo for Korean agreement to the with- 
drawal of a L.S. division from Korea. The modernization was not compensation 
tor the 20,000-man force reduction but was simply a question of deciding wh.it the 
Koreans needed to make them capable of meeting the threat from the North in 
light of the U.S. withdrawal. The program for modernization of the Korean 
Armed liorcos is an objective program and subject to Congressional approval of 
Hie necessary funds. 

Briefings were presented to the Congressional Staff, at their request, to reflect 
the status of the 5-year modernization effort This briefing stated that if fully 
jin (led in FiT 73, a total of approximately $570 million would be required in FY 
74-75 to complete the effort on schedule. 

Question 17 : If the Koreans require additional jet fighters under the militarv 
assistance programs, why did the U.S. Government insist that the Koreans turn 
over their present F-5A aircraft to the South Vietnamese? 


Answer: Korea was one of three sources from which the U.S. Government re- 
acquired F-5A aircraft for transfer to South Vietnam to complete quickly the 
Vietnaniiznt.ion Program. We believe the rapid completion of this program was 
most significant in making possible a cease-fire in Vietnam and. in addition, 
piars an important role in out efforts to ensure a durable peace in the area. 
In return, one squadron of F-4'n was hailed to the ROKG in order to restore the 
nir defense gap created by transfer of the F--5A’s. Within apnroximateiv 36 
months, it is our intention to return these F-BA’b to the ROKG or to replace 
them with F--5E's. 


The additional F-5E’s (referred to in the question) are required eventually 
tv replace four squadrons of obsolete F-86 aircraft now in the ROK inventory. 
Replacement of these F— fifi’s is an objective of the modernization effort. 

Question 18: What is the requirement and the authority for the payment by 
the United States of “severance pay” to Korean troops returning from Vietnam? 

Answer: The If.H. Government is not obligated to, awl does not, pav “sever- 
ance pay” to Korean troops returning from Vietnam. Under the Brown Memo- 
randum of 4 March 1966, however, (tie U.S. is obligated to pay the net additional 
won costs for the “reconstituted forces” : I.e. those forces set up in South Korea 
to maintain the defense capability of the Republic of Korea’s armed forces fol- 
lowing dispatch of the second Korean division to South Vietnam. These addi- 
tional costs for the reconstitute! forces do include severance pay. 

Question 19: Is it true that research and development costs for a new coastal 
interdiction and patrol boat for Korea are being paid from MAP funds? Was 
authorization requested for this use of MAI* funds? 

Answer: The Coastal Patrol Interdiction Craft (CPIO) was conceived as a 
fast small combatant craft to provide Korea (and other nations) faced with 
high-speed seaborne infiltration and smuggling problems a capability to counter 
that threat. Development of ths boat was to have been funded in the ARPA 
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RDT&E account. No other U.S. in-inventory or production boat satisfied the 
peculiar operational requirement that evolved from the Korea situation. 

During testimony before the House Armed Services Committee (HASC) in 
Mav 1971, Dr. Lukasik of ARPA reported to the HASC that CPIC development 
was included as part of the $10.0 million request for “Overseas Defense Re- 
search.” The HASC report on the PY 72 Authorization Bill cut this $10.0 million 
from the ARPA budget and stated “The Committee is of the opinion that this 
program should more properly be included In the Military Assistance portion of 
the Foreign Aid Bill.” DOD subsequently reprogrammed MAP funds to meet the 
CPIC requirement. A total of $4.95 million RDT&E for CPIC has been funded 
under MAP. Section 503(a) of the Foreign Assistance Act is the authority for 
providing this “defense service” under MAP. 

Question 20 : Is it true that the U.S. F-4 aircraft which were sent to Korea 
after the Korean F-5's were sent to Vietnam are being leased to the Koreans? 

Is it true that the costs of this lease are being paid out of MAP funds? What is 
the authority for the use of MAP funds to pay ourselves for the lease of these 
aircraft? 

Answer: One squadron of F-4 aircraft was bailed 1 to the ROKG as part of 
the agreement that sent F-5’s from the ROKAF to South Vietnam, Bailment costs 
are being paid from MAP funds in accordance with the requirements of section 
632(d) of the Foreign Assistance Act, which requires that MAP reimburse a 
Military Department for assistance furnished under Part II of the Act by, or 
through, such agency in an amount equal to the value of the articles or services 
furnished, plus expenses arising from or incident to operations under Part II. 

Question 21 : The Committee was informed by the State Department and the 
Defense Department that the Koreans had agreed to absorb an additional $210 
million of their own operating and maintenance costs over the next five years. 

The Committee was never informed — and learned only through its own investi- 
gation — of a secret arrangement whereby P.L. 480 assistance is being used to 
“offset” over half of this cost. Was this necessary and why was this concealed 
from the Committee? 

Answer : The P.L. 480 “offset” assistance was not a secret arrangement, and 
there was no intention to conceal this information from the Congress. The details 
on this offset program were given on more than one occasion to GAO investigators 
and, in fact, appear in Chapter 4 of a forthcoming GAO report on “U.S. Assistance 
for the Economic Development of Korea”. Under the provisions of the Brown 
Memorandum, the “MAP Transfer Program” for Korea was suspended as part 
of the quid pro quo for the dispatch of Korean Forces to Vietnam. The P.L. 480 
offset assistance was provided to the ROK to enable it to assume a larger defense 
burden by resuming the MAP transfer program. This was considered in the best 
interests of the U.S. Government. 


Questions Submitted by Senator McGovern and Responses of Mr. Tarr, 

Department of State 

Question 1 : What is the Administration’s current view on transfers of military 
supplies to Pakistan? 

Answer: Our existing embargo precludes transfers of military supplies to 
Pakistan. 

Question 2: What rationale could there be for restoring these transfers? 

Answer : It is not presently possible to predict the specific changes in condi- 
tions which would lead to a lifting of the embargo. 

Question 3 : Could you supply information on any third country transfers of 
arms to Pakistan (within the terms of Section 9 of the Foreign Military Sales 
Act) since the moratorium on shipments was imposed? 

Answer : The information referred to is classified and in the Committee files. 

Question 4: How do the Indians feel about the idea of us resuming arms 
shipments to Pakistan ? 

Answer : As you know the Indians over the years have never been very happy 
about military assistance or sales by the U.S. to Pakistan. This point has been 
underscored in recent months on a number of occasions by Indian officials speak- 
ing in the Indian parliament and elsewhere. 


1 Balled, l.e. "loaned” under the authority of section 503(a) of the Foreign Assistance 
Act. 
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Question 5: A distinguished now Ambassador to India, Mr. Moynihan. has 
just, been appointed. Wouldn’t my resumption of arms shipments place a terrible 
burden on him as he attempts to repair our damaged relations with India? 

Answer: As we have already Indicated, the question of resumption of arms 
shipments to Pakistan is a hypothetical one which I don’t think is useful to dis- 
cuss at this lime. Our embargo or: exports of military equipment to both India 
and Pakistan remains in effect while our review on this matter continues. 

Question (i : Wouldn’t any resumption of arms shipments encourage Pakistan's 
continued refusal To recognize Bangladesh? 

Answer: An attempt to answer this would lead us into sheer speculation. Con- 
ceivably. with the psychological boost provided by a withdrawal of the embargo 
Pakistan might feel itself strong enough to be demanding. Conversely, the boost 
might give It the confidence to accommodate more easily. 

Question 7 : In light of the recent history of the region, and the fact that India 
is, at least in terms of physical capabilities, the primary power in South Asia, 
don’t you think a resumption of arms transfers to Pakistan could tend to de- 
stabilize the situation, rather than tiring stability? 

Answer : Am attempt to answer this question now leads us again into specula- 
tion about hypothetical situations 

Question 8: What broad foreign policy objective would arms transfers to 
Pakistan help achieve— do we have a policy of attempting to maintain a military 
balance against a neutral country, l.e., India? 

Answer : As we have already indicated, the question of resumption of arms 
shipments to Pakistan is a hypothetical one which I don't think is useful to dis- 
cuss at this time. Our embargo on exports of military equipment to both India 
and Pakistan remains in effect while our review on this matter continues. 

Question 0: I have recently seen a report, that at the present time. u.S aid 
accounts for some 90 percent of all expenditures of the government ' of South 
Vietnam, when nil forms of assistance fire considered. Could vou comment on 
tllilt-V 

Answer: That is a considerable overstatement. Direct T T .S. budgetary* assist- 
anee was 2tt percent of the total South Vietnamese budget in CY 1970. 24 percent 
in OYT 1971 and about 2d percent in CY 1972 This was provided through local 
currency generated by the sale of P.L. 480 (Title I) and some OIP commodities. 
Twenty percent of P.L. 480 sales is reserved for U.S. uses. 

Import: taxes are an important source of revenue to the South Vietnamese gov- 
ernment. The U.S. helps to finance these imports through AID’S Commercial 
Import Program. Further, the oflicial U.S. purchase of Piasters, largely by the 
Department of Defense, for needed local goods and services, has been an im- 
portant source of foreign exchange for Vietnamese imports. While this is not 
direct budget support, the import tax revenues were made possible, in large part, 
by foreign exchange resulting from U.S. activities and U.S. assistance. If this 
is added to the budget support above, the total percentages would be 51 percent 
in CY 1970. 49 percent in CY 1971 and about 47 percent in CY 1972. 

Question 10: T understand the AID Budget for Fiscal 1974 includes funds for 
new prisons, prison staff and training for South Vietnam, ns well as more aid 
to Public Safety programs. In light of the Paris Agreement— which could be 
read to prohibit aid of this kind— will these funds he dropped? 

Answer : We once considered two U.S. direct hire Public Safety Advisors under 
USATD/Vietnam's Correction Center Project In FY 1974. However, this project 
will be terminated at the end of FY 1973 and no funds have been requested for 
any activity in the areas of penology or prisons. 

In compliance with the term? of the Peace Agreement, we now plan to termi- 
nate Public Safety in-country training and advisory efforts to the National Po- 
lice. Some U.S.-training and commodity support, on a “onp-for-one” basis in 
keeping with the terms of the treaty, may continue. 

Details of these programs will be outlined in our presentation to the Congress 
of the FY 1974 program. 

Question 11 : There have been a great many reports in the press to the effect 
that rather than loosening up somewhat and seeking to broaden his base. Presi- 
dent Thieu bus been clamping down even tighter on the civil liberties of the 
Vietnamese people against the advice of our own experts. I have two questions 
on that : 

(a) Isn’t this inconsistent with the spirit of the Paris Agreement? 

Answer: Regarding the agreement itself, its Article II is the pertinent pro- 
vision. It states that the two South Vietnamese parties will, immediately after 
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the cease-fire, “achieve national reconciliation and concord . . . [and] ensure the 
democratic liberties of the people.” Two points should be noted about this article ; 
first, it is the two South Vietnamese parties, and them alone, who must make 
these provisions of the Agreement meaningful ; and, second, given the fact that 
the parties have been engaged in a violent war for over two decades, we cannot 
reasonably expect to see this done without at least initial difficulties, recrimina- 
tion and obstacles. Nonetheless, talks are proceeding in a two-party context in 
both Saigon and Paris. Arrangements have now been made for substantive politi- 
cal consultations between the GVN and the PRO to take place in France between 
March 5-10. We are hopeful that the South Vietnamese can move, in these private 
discussions, toward resolution of the issues posed by Article 11 and other difficult 
problems. 

(6) Is there a prospect that we will attach any conditions to our continued 
aid, to prevent Mr. Thieu from sabotaging the agreement ? 

Answer : We do not agree that President Thieu is “clamping down” on his peo- 
ple, or that he is “sabotaging” the Agreement. As indicated above, the opening 
phases of internal negotiations can be expected to be slow and difficult as the 
two South Vietnamese parties, following years of armed conflict, enter hesitantly 
and warily into political discussions. Both sides have reasons for entering this 
new period with caution. (The “political prisoners” issue is a good example of 
this, involving not only the GVN-held “communist offenders” but as many as 
40,000 civilians which the Government of Viet-Nam claims were abducted by 
the Viet Cong.) We do not see the question as one of “sabotage”, but of the two 
parties’ accepting the Agreement and building on it. 

We would also note that President Thieu, far from narrowing his political 
base, is in the process of reaching out, energetically, to diverse parts of the 
Vietnamese political and religious communities. His new “Popular Front” con- 
broad spectrum of elements, including independent and opposition figures. 

This is the kind of political activity that, we foresee taking place as the parties 
move from military to political confrontation. 

Given what we believe to be the relatively encouraging opening weeks of the 
Agreement and a satisfactory performance by the GVN under the circumstances 
we do not foresee the necessity for imposing such conditions on U.S aid as are 
mentioned. Furthermore, much of the aid will likely be devoted to unquestionably 
humanitarian ends, such as refugees, other war victims and veterans 
We believe that it is the intention of all parties to the Agreement to resnect 
its provisions. All our efforts are geared to facilitating that result! P 

Senator Pearson. The next witness will be Prof. George Kahin of 
Cornell University, representing the Friends Committee on National 
legislation. Professor, you are at Cornell University. 

STATEMENT OF PROF. GEORGE KAHIN, CORN EL L UNIVERSITY. 
FRIENDS COMMITTEE ON NATIONAL LEGISLATION 

Mr. Kahin. Yes, sir. 

Senator Pearson. You speak today for the Friends Committee on 
National Legislation, and we are pleased to have your testimony 
Mr. Katiin. Thank you, Mr. Chairman. ‘ ,y 

. name is George Kahin, and I have been concerned with the area 
m southeast Asia for a good many years. During the course of the last 
year 1 visited both North and South Vietnam? This was the second 
occasion with regard to the north. 

Mr - Chairman, that since I want to abbreviate my testi- 
mony that the whole statement be inserted into the record * 

Senator Pearson. Yes, of course, that will be done. 

Mr. Kahin. Thank you. 

NEW SITUATION CREATED BY PARIS ACCORDS 

tL Slgni i- the .January 27 agreements in Paris we have been party 
to the creation of a new situation m Indochina and, although the bill 
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before you, Mr. Chairman, was again introduced after the Vietnam 
ceasefire was scheduled to begin, it is similar to the original bill re- 
quested by the administrating last year. In this new situation it seems 
to me we must look at the old legislation in a new light. 

Heretofore, the questions Congress faced had to do with the appro- 
priateness of requests of the administration for funds to maintain 
Nguyen Van Thieu’s political power in the south and to enable him 
to wage war. 

Surely now the question is what effect will this aid and the condi- 
tions under -which it is granted have in supporting the term of the 
Paris Accords and in insuring; that (lie United States does not again 
become involved in military action in Indochina. 

DANGER or POLICY OBJECTIVE Ol’ KEEPING TtllEU IN POWER 

American assistance programs for South Vietnam in the past. have 
been very much concerned with the priority objective of maintaining 
Thieu in power, and I see nothing to indicate that this is not stiL the 
case, if that indeed continues to be our top priority, 1 submit that, the 
danger of our reentry into war in Indochina is very great. 

The essence of the political provisions of the Paris Agreement, are 
to transfer the competition for power in South Vietnam from one of 
military struggle to one of peaceful political competition. But that 
objective is quite incompatible with an American. aid program that 
holds to keeping Thieu in political power as its major objective. 

So long as Thieu continues to understand, as he clearly does today, 
that this continues to be the administration’s policy, and so long as he 
knows that he retains, the ability to call upon American air power if 
a cease-fire does not hold, he cannot be. expected to abide by the formula 
of peaceful competition outlined in the Paris Agreements, particularly 
those embodied in the provisions of article 11. 

Thieu views political competition as a danger because he fears the 
political attraction that both the neutralists and the NLF can exert 
among the people of South Vietnam. He and his top generals know 
that their best prospect for staying in power depends upon sustaining 
a military struggle supported by the United States. 

Thieu has the capacity to provoke a complete breakdown of the 
cease-lire, either directly by military action or through blocking the 
central political features of the Paris settlement, and on the basis of 
the record so far one must expect that he will do his best to provoke 
such a situation. 


U.S. RE S 1 0 NS ITU J . IT Y CONCERNING POLITICAL REQUIREMENTS OF PARIS 

AGREEMENT'S 

Without the undergirding of a tolerably viable political settlement, 
no cease-fire between the Vietnamese parties can possibly endure. Hav- 
ing insisted upon a cease-lire unaccompanied by a genuine political 
settlement the United States has a particular responsibility to help 
insure that the political requirements of the Paris Agreement are not 
ignored, so that a lasting settlement can be secured. 

Indeed, it is only the United States that has the leverage to make 
Thieu respect those requirements. Because the Communists regard 
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implementation of these political features as in their interest, it is 
extremely unlikely that they will do anything to sabotage the agree- 
ment if there is any chance that these provisions will be carried out. 
l>ut Thieu has already made it quite evident that he is not disposed to 
do so and, in fact, ho is already in the process of defying and sabotag- 
mg some of those elements of central importance. For him to release 
political prisoners, those thousands still imprisoned who are non- 
Commumst as well as those who are from the NLF, to do that is to 
threaten his own political position. Whereas the NLF is not afraid of 
permitting a major political role to third-force element, and they are 
probably the most numerous group in South Vietnam, Thieu is afraid 
to have them as political opponents in any such context as is outlined 
m the January 27 agreements, with their provisions for freedom of 
speech, assembly, organization, movement, and domicile. 

Thus, after the signing of the Paris Agreements Thieu has refused 
i P ? rn )! fc 0 PP 0S iti OT i elements the political freedoms that were stipu- 
lated. Communist and 11011 -Communist political prisoners remain 
locked up, and he. has ordered the arrest of pro-Communist or 
neutralist elements if they engage in political activities. 

I 11 addition, refugees from Communist-controlled areas are to be 
restrained forcibly from moving to non-Communist areas and ref- 
ugees from Thieu’s areas are constrained from returning to their 
homes it they are in Communist-controlled areas. 

Perhaps I think of as .much immediate importance to Congress- 
are the restrictions that Thieu has placed on members of the American 
press who endeavor to report on these matters in Saigon-controlled 
areas, or who attempt to learn what is going on in NLF-controlled 
districts. Congress has surely learned that it cannot depend on TT.S. 
officials stationed in Vietnam to tell it what is actually going on there. 

It must rely heavily upon the American press corps. But when Thieu’s 
officials can with impunity refuse our correspondents permission to 
travel and go so far as to threaten them with being shot if they try 
to talk with even NLF and Hanoi truce teams, it is evident that Con- 
gress runs the risk of operating blind. 

If the essential political features of the agreement are not carried 
other words, if this conflict, in fact cannot be transferred 
to the level of political competition— then the Communists will prob- 
ably return to the battlefield, an outcome that Thieu, with his expecta- 
tions of continuing American military support, would surely welcome. 

Disabusing Thieu of that assumption is one means by 'which the 
United States can induce him to adhere to the political features of 
the agreement his government has signed. For he is, of course, crit- 
ically dependent upon the still lavish military assistance and eco- 
nomic support that the Nixon administration is continuing to make 
available to him, some of which is in the bill before you today. A re- 
gime whose military forces are still heavily dependent upon Ameri- 
can advisers and technicians and which could not pay the salaries of 
its army, police, or its civil servants without the funds still being pro- 
vided and sanctioned by Congress can certainly be influenced by the 
sanctions which this Congress can apply. 

WIIAT CONGRESS CAN DO 

Whether Congress continues to supply any or all of the $3.2 billion 
total military and economic assistance scheduled for fiscal 1973. 
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whether or not it does, it will be intervening in the politics of South 
Vietnam, and that despite article 4 of the Paris agreements that we 
have just signed pledging us not to intervene in the internal affairs of 
South Vietnam. 

Congress’ acquiescence to a continuation of this support with no 
more conditions than at present obtain would constitute not only a 
massive endorsement of Thieu and his rule but would encourage him 
to continue to violate the political as well as the military features of 
the January 27 agreement. 

If Congress is not equipped to monitor the administration’s seasoned 
bureaucracy in insuring that the flow of American aid remains con- 
tingent upon Thieu’s respecting the political provisions of that agree- 
ment;, then another course— and a much easier one — is_ available. 

( 'ongress can insist that at least the major part of our financial support 
Hows through an international channel, whether it. is a body set up 
by the forthcoming international conference on Indochina or agencies 
of the United Nations, and certainly we must not be misled by verbiage, 
by d cessing up with the rubric of “postwar reconstruction assistance,” 
a continuation of the existing pattern of aid calculated to maintain 
Thieu in power. 

If it is peace that we want in Vietnam and the assurance that our 
aid benefits a majority of its population rather than Thieu and liis 
entourage, then we should not deceive ourselves by channeling it 
through AID and a bureaucracy wed to dominantly political objectives. 

Moreover, as a condition for its continuing supply of economic 
support, however this may be channeled, Congress can require concrete 
evidence that the Saigon government is releasing political prisoners, 
ending restrictions of political rights and of the movement of refugees 
back to their homes. Certainly, it can insist that American newspaper- 
men he given freedom to move and report, for if they are denied this — 
as is now manifestly the case— Congress will be unable to gage whether 
these requirements are being met, and will be almost completely 
dependent upon the executive bureaucracy to tell it what is happening. 

a INGRESS SHOULD EXERCISE ITS POWER OF PREEMPTIVE INITIATIVE 

This Congress lias another means of inducing Thieu to live up to the 
terms of the January 27 agreement. This leverage resides in a pre- 
emptive initiative to' deny funds for any reentry of American air or 
other military power in Indochina. 

Legislation such as has been cosponsored by Senators Church and 
Case, would have some real prospc-ct of limiting the President’s power 
to bring American forces again into battle in Indochina; and, of para- 
mount importance, it would disabuse Thieu of his assumption, and. 
this is of paramount importance, it would disabuse Thieu of his 
assumption, bis comfortable assumption, that the United States can 
be counted upon to come to bis rescue with the might of our air power 
if the cease-fire collapses. The advance provision that no American 
Government funds can be used to finance the reinvolvement of II. S. 
military forces in hostilities in or over any place “without prior, spe- 
cific authorization by Congress” would notify him of the futility of 
falsely alleging or actually provoking a cease-fire breakdown. For 
under this provision Congress would have the opportunity of evaluat- 
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inp; the situation and deciding whether events justified what would, in 
effect, be a new war. The Church-Case proposal opens an avenue for 
Congress to exercise powers vested in it by the Constitution in a way 
that in the context of contemporary circumstances is realistic. 

In effect, it provides for Congress declaring a particular part of 
the world off-limits to any American military intervention until it 
should agree that action is warranted. While this sort of preemptive 
initiative would clearly not be sensible vis-a-vis a country that can 
pose a direct and immediate threat to the United States, such as a nu- 
clear power, it makes eminent sense in regions which do not have the 
military means to threaten the security of this country — such as Indo- 
china. It is particularly incumbent upon Congress to exercise this ini- 
tiative with respect to an area where the President has demonstrated 
a consistent unwillingness to consult and work with it. 

By insuring against any American reinvolvement in the Indochina 
war without explicit congressional sanction, addition of the Church- 
Case proposal to the pending legislation would make an essential con- 
tribution toward restraining Thieu from sabotaging the presently pre- 
carious Vietnamese armistice. 

Thank you, Mr. Chairman. 

(Professor Kahin’s prepared statement follows:) 

Testimony of George McTurnan Karin on Behalf of Friends Committee on 

National Legislation 

My name is George Kahln, I am professor of government and international 
relations at Cornell University, and was director of the Cornell Southeast Asia 
Program 1060 to 1070. I have engaged in research in Southeast Asia since 1018 
and have visited Indochina on numerous occasions. In the course of the last 
year I returned to both North and South Vietnam, talking with a wide range 
of political leaders. Today I am speaking on behalf of the Friends Committee 
which is widely representative of Friends’ groups around the nation, but does not 
purport to speak for all Friends who cherish their rights to individual opinions. 

The Foreign Assistance bill before you allocates U.S. military and related aid 
to a great number of nations. I will he confining my comments primarily to In- 
dochina and sjiecifically to aid in South Vietnam, for which the Administration 
is requesting some ,$585 million in security supporting assistance in tills bill. 

PARIS ACCORDS CREATE NEW SITUATION 

The signing of the January 27 agreements in Paris has created a new situation 
in Indochina in which the fighting is lessening and hopefully will come to a 
complete halt. The hill before you was introduced February 8, after the Viet- 
nam cease-fire was scheduled to begin, but is similar to the bill requested by 
the Administration last year, In this new situation, it seems to me we must look 
at the legislation in a new light. 

Heretofore the questions Congress faced had to do with the appropriateness of 
requests by the Administration for funds to maintain President Nguyen Van 
Thieu’s political power in the South and the level of assistance to enable him to 
wage war. 

Now the question is : what effect, will tills aid, and the conditions under which 
it is granted, have in supporting the terms of the Paris accords and in assuring 
that the United States does not again become involved in military action in Indo- 
china. 

U.S. POLICY STILL LINKED TO THIEU 

U.S. assistance programs for South Vietnam in the past have been very much 
concerned with the priority objective of maintaining Thieu in power, and I see 
nothing to indicate that that is not still the case. If that is indeed still our top 
priority, the danger of our reentry into war In Indochina is very great. 

The political priority of the Paris agreement is to transfer the competition for 
power in South Vietnam from one of military struggle to peaceful competition. 
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That otrjective is quite incompatible with an American aid program that hol ds to 
keeping Thieu in political power as its major objective. 

So long as Thieu continues to understand, as he clearly does today, that; this 
continues to be Administration policy, and so long as he knows that he retains 
the ability to call upon American air power if a cease-fire does not hold, he cannot 
be expected to abide by the formula of peaceful competition outlined in the Paris 
agreements, especially the important provisions of Article ll. 1 

Thieu views peaceful political competition as a danger because he fears the 
political attraction that botli tie neutralists and the NLF can exert among the 
people of South Vietnam. He and his top generals know that their best prospects 
for staying in power depend upon sustaining a military struggle supported by the 
United States. 

Thieu has the capacity to provoke a complete breakdown of the cease-fire either 
directly by military action or through blocking the central political features of the 
settlement. On the basis of the record so far, one must expect that he will do his 
utmost to provoke such a situation. 


NEED 10 ENCOURAGE CONDITION'S FOR PEACEFUL POLITICAL COMPETITION 

Without the undergirding of a tolerably viable political settlement, no cease- 
fire between the Vienamese parties can possibly endure. Having insisted upon a 
cease-fire unaccompanied by any genuine political settlement, the United States 
lias a particular responsibility 1o help ensure that the political requirements of 
the Paris Agreement are not ignored so that a lasting settlement can be attained. 
Indeed, only the United States has the leverage to make Thieu respect Ihose 
requirements. 

Because the communists regard implementation of these political features as 
in their interests, it is extremely unlikely that they will do anything to sabotage 
the agreement if there is a chance they will be carried out. But Thieu has already 
made it quite evident that he is not disposed to do so ; and in fact he is already 
in the process; of defying and sabotaging some of those of central importance. For 
him to release political prisoners — those thousands still in prison who are non- 
communist as well as those who are from the NLF — is to threaten his own 
political position. 

Whereas the NLF is not afraid of working together with third-force elements — 
probably tbe most numerous group in South Vietnam 1 " — Thieu is afraid to have 
them as political opponents in any context such as that outlined in the January 27 
agreement, with its provisions for freedom of speech, assembly, organization, 
movement and domicile. 

THIECj’s CURRENT ACTIONS 

Thus, after the signing of thal agreement Thieu has not only sent his air force 
against known PRG areas where no ground fighting is taking place, 1 but in 
government-controlled areas he lias refused to permit opposition elements; the 
political freedoms stipulated in the agreement. Communist and non-communist 
political prisoners remain locked up, and he has ordered the arrest of “pro- 
communist or neutralist elements” if they engage in political activities, and i;heir 
assassination on the spot for “inc itement of pro-communist, demonstrations” ; and, 
in addition, refugees from eomrrunist-controJled areas to he restrained “forcibly 
if necessary” from returning to their homes* 


’Article II of the Agreement states in part: “Immediately after the cease-fire the 
two South Vietnamese parties will . . . prohibit all acts of reprisal and discrimination 
against individuals or organizations that have collaborated with one side or the other; 
ensure the democratic liberties of the people : personal freedom, freedom of speech, 
freedom of the press; freedom of meeting, freedom of organization, freedom of political 
activities, freedom of belief, freedom of movement, freedom of residence freedom of 
work, right to property ownership, and right to free enterprise. 

’"i 4 this group aligned with neither the NLF nor Thieu— that is the major victim 
of the 1 aria Agreement; the TJniled States has not imposed a coalition government 
(wherein this sroup mipht have played a major role) but it has— as it has done in pre- 
vious years — imposed a political polarisation wherein those in the middle of the political 
spectrum are denied any real political role. 

instance, Neivsweek, Feb. 19, 1973, Gannett News Service , Feb. 15, 1973; 
£££ B ^f lnc S'L’T' 6. L 1973 ; Washington Post, Feb. 8, 1973; A.F.P., Jan. 28 
1973; Chicago Tribune, Feb. 12, 1973. 

3 Sc „ p i f ?£ Instance. Washington Tost, January 23, 1973 ; Washington Star-News, Jan- 
uary 2(5 197.1; and New York Times, Jan. 30, 1973. See. in particular, President Tiiieu’s 
televised announcement forbidding freedom of movement (Saigon: Domestic Television 
Service, January 28, 1673). 
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PRESS RESTRICTIONS 

Perhaps of as much immediate importance to Congress are the restrictions 
which Thieu has placed on members of the American press who endeavor to report 
on these matters in Saigon-controlled areas, or who attempt to learn what is going 
on in NLP-controlled districts. 4 Congress has surely learned that it cannot depend 
on U.S. officials stationed in Vietnam to tell it what is actually going on there. 
It must rely heavily upon the American press corps. But when Tliieu’s officials 
can with impunity refuse our correspondents permission to travel and go so far 
as to threaten them with being shot if they try to talk with even NLP and Hanoi 
truce teams, it is evident that Congress runs the risk of operating blind. 

THIEU DEPENDENCE ON TJ.S. 

If ' the essential political features of the agreement are not carried out — if the 
conflict cannot in fact be transferred to the level of political competition — then 
the communists will probably return to the battlefield — an outcome Thieu with 
his expectation of continuing American military support would surely welcome. 
Disabusing Thieu of that assumption is one means by which the United States 
can induce him to adhere to the political features of the agreement his govern 
ment has signed. For he is, of course, critically dependent upon the still lavish 
military assistance and economic support that the Nixon administration is con- 
tinuing to make available to him, some of which is in the bill before you today. 
A regime whose military forces are still heavily dependent upon American 
advisers and technicians and w T hich could not pay the salaries of its army, police 
or its civil servants without the funds still being provided and sanctioned by 
Congress can certainly be influenced by the sanctions which this Congress can 
apply. 

ROLE OF CONGRESS 

Whether Congress continues to supply any or all of the $3.2 billion total mili- 
tary and economic assistance scheduled for fiscal 1973, it will be intervening 
in the politics of South Vietnam. Congress’ acquiescence to a continuation of 
this support with no more conditions than at present obtain would constitute 
not only a massive endorsement of Thieu and his rule but would encourage him 
to continue to violate the political as w r ell as the military features of the Janu- 
ary 27 agreement. 

If Congress is not equipped to monitor the Administration’s seasoned bureau- 
cracy in ensuring that the flow of American aid remains contingent upon Thieu’s 
respecting the political provisions of that agreement, then another course — and 
a much easier one — is available. It can insist that at least the major part of our 
financial support flows through an international channel — whether a body set 
up by the forthcoming international conference on Indochina or agencies of the 
United Nations. And we must not be misled by verbiage — by dressing up with 
the rubric of “post-war reconstruction assistance” a continuation of the existing 
pattern of aid calculated to maintain Thieu in power. If it is peace we want in 
Vietnam and the assurance that our aid benefits a majority of its population 
rather than Thieu and his entourage, then we should not deceive ourselves by 
channeling it through AID and a bureaucracy wed to dominantly political 
objectives. 

Moreover, as a condition for its continuing supply of economic support, how- 
ever this may be channeled. Congress can require concrete evidences that the 
Saigon government is releasing political prisoners, ending restrictions of political 
rights and of the movement of refugees back to their homes. Certainly, it can 
insist that American newspapermen be given freedom to move and report, for if 
they are denied this — as is now manifestly the case — Congress will be unable to 
gauge whether these requirements are being met, and will be almost completely 
dependent upon the executive bureaucracy to tell it what is happening. 

CONGRESS SHOULD EXERCISE ITS TOWER OF PRE-EMPTIVE INITIATIVE 

This Congress has another means of inducing Thieu to live up to the terms 
of the January 27 agreement. This leverage resides in a pre-emptive initiative 


* New York Times, January 29, Feb. 1, 6, 9, 18, 19, 1973 ; Washington Post, January 
•29. 1973. 
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to deny funds for any re-entry of American air or other military power in 
Indochina. 

Legislation such as S. 57S cosponsored by Senators Church and Case would 
have some real prospect of limiting the President’s power to bring American 
forces again into battle in Indochina ; and, of paramount importance, it would 
disabuse Thieu of his assumption that tiie United States can be counted upon 
to come to his rescue with the might, of our air power if the cease-fire collapses. 
The advance provision that no American government funds can be used to finance 
the re-involveiuent of United States’ military forces in hostilities in or over any 
place “without prior, specific authorization by Congress’’ would notify him of 
ihe futility of falsely alleging or actually provoking a cease-fire breakdown. For 
under this provision Congress would have the opportunity of evaluating the 
situation and deciding whether events justified what would in effect he a new 
war. The Church-Case proposal opens an avenue for Congress to exercise powers 
vested in it by the Constitution in a way that in the context of contemporary 
circumstanes is realistic.” 

In effect, it provides for Congress declaring a particular part of the world 
off-limits to any American military intervention until it should agree that such 
action is warranted. While this sort of pre-emptive initiative would clearly not 
he sensible vis-a-vis a country that can pose a direct and immediate threat, to 
tiie United States, such as a nuclear power, it makes eminent sense in regions 

which do not have the military means to threaten the security of this country 

such as Indochina. It is particularly incumbent upon Congress to exercise this 
initiative with respect, to an area whore the President has demonstrated a con- 
sistent unwillingness to consult and work with it. 

By ensuring against any American re-involvement in the Indochina war with- 
out explicit Congressional sanction, addition of the Church-Case proposal to the 
pending legislation would make an essential contribution towards restraining 
Thieu from sabotaging the presently precarious Vietnamese armistice. 

Senator Pearson. Than!? yon. Professor, von make an important 
contribution to our record. I think some of the. views you expressed, 
particularly with relation to the role of Congress, arc being reflected 
in the. attitude and actions of many Members of the Senate. I thank you 
verv much, sir. 

Mr. Donald Luce is the next witness. Mr. Luce is the director of 
the Indochina mobile educational project with offices here in Wash- 
ington, D.C. 

Mr. Luo;. Thank you. 

Senator Pearson. Do you nave a statement ? 

STATEMENT OF DON LUCE, DIRECTOR, INDOCHINA MOBILE 
EDUCATION PROJECT, WASHINGTON, D.C. 

Mr. Lucy.. Yes, I do and I would like to request it. be submitted at 
the same time. 

Senator Pearson. Do you have a prepared text ? 

Mr. Lucy. Yes. 

Senator Pearson. We will make it a part of the record and we would 
appreciate it if you would summarize it at this time. 

Mr. Lucy. Mv name is Don Luce, and my involvement in Vietnam 
began in 1958 as an agriculturist for International Voluntary Services, 
and then in 1961 I became the Vietnam Director for International 
Voluntary Services. In 1967 resigned and in 1968 went back to Viet- 
nam as a journalist. In 1969 I started to work with the World Council 


-Mnra Congress has power to commit the United States to war against a particular 
country. It has, of course, an equivalent power to keep the United States out of war asalnst 
ll ln ! f" untry ’ and It clearly follows from this that It can take pre-emptive action to ensure 
that this responsibility is indeed exercised. 


Approved For Release 2001/08/30 : CIA-RDP75B00380R0006001 70005-7 



Approved For Release 2001/08/30 : CIA-RDP75B00380R0006001 70005-7 

83 

of Churches as a research associate, studying the question of postwar 
reconstruction in Vietnam. 

I would like to go to the very last part of my statement where I 
have made live recommendations and to speak about those five rec- 
ommendations one at a time and, perhaps, if you have questions on 
any of the five you may interrupt. 

Senator Pearson. Your entire statement will he made a part of the 
record. 

Mr. Ltjce. Right. 

WITHHOLDING AID UNTIL RELEASE OF POLITICAL PRISONERS 

Mr. Luce. The first point that I make is that I believe that the 
United States should withhold all aid from South Vietnam until all 
political prisoners have been released, and all refugees are allowed to 
return to their home villages. 

There are more than 200,000 political prisoners in South Vietnam. 

These include people from the runnerup in the 1967 elections and the 
Vietnamese Congressmen who got the most votes in those elections. 

The majority of those are people who were caught in the free strike 
zones going out harvesting rice and so forth. These people are still 
in jail and there is very little indication to me they wall be released. I 
think continuing aid to the Saigon government while these people arc 
still in jail will have two disastrous effects. One is that it will mean 
that those people most able to bring about reconciliation, the religious 
leaders, teachers and writers are going to be kept in jail because these 
are primarily those people who took neither side, in other words, the 
non-Communist opposition to the Saigon government. The second 
thing which I am concerned about is that, in terms of our prestige as 
Americans, if we continue to pay for mistreatment of individuals, then 
I think that hurts the prestige of the United States, not only with re- 
gard to Vietnamese but with regard to people all over the world. 


WITHHOLDING AID UNTIL REFUGEES ARE ALLOWED TO RETURN 

The second point, in point 1, is that I think we should withold all 
aid until the refugees and the people who have been forced into the 
city slums are allowed to return to their farms. Right now the effect 
of American aid is to keep those people in the city slums. This will 
make it impossible for South Vietnam to develop a viable economy. 
It will mean that South Vietnam will have to stay on American 
taxpayers’ money for many, many years to come. So I think provid- 
ing the Saigon government with the means, the money and the food 
and all of this, to keep those people, in the city slums is going to moan 
a commitment to Vietnam for many, many years to come. 

TERMINATION OF rUBLIO SAFETY PROGRAM FUNDS 

The second point is that I believe we should terminate all funds 
provided under the public safety program. For example, one of the 
things called for in the public safety program is to increase the num- 
ber of dossiers on people in South Vietnam from 3.1 million to 11.5 
million by 1975. This means that two-thirds of the people in South 
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Vietnam would have dossiers maintained on them by a public safety 
force paid for by the United States. I do not think that it is in the 
best interests of the United States to pay the money to maintain 
dossiers on two people cut of three in South Vietnam. 

T w as the. person whc took Congressman Anderson, Congressman 
William Anderson, and Congressman Augustus Hawkins, to the tiger 
cages in 1970. I was kicked out of South Vietnam for doing that. I 
think it is very important to point out that after the tiger cage inci- 
dent, first, the Saigon Government said they were going to do away 
with the tiger cages but then 3 months later they ordered the South 
Vietnamese political prisoners to build new tiger cages as a self-help 
project. The prisoners refused, and were put back into shackles. And 
then in January 1971 the U.S. Government gave, a $100,000 contract 
to Raymond, Morrison, Kruidsen -Brown, Root & Jones, to build 384 
what are called in the contract, which I have a copy of if the commit- 
tee would like that, to build those 384 new isolation cells which are 2 
square feet smaller than the former tiger cages. So American tax 
money has l>een used to build these new, what the Vietnamese still 
call,, tiger cases. 

1 his is a description of them by a French political prisoner who is 
in the South Vietnamese prisons. He said, “These cages are even 
smaller, completely dark, arid even stuffier than the earlier ones.” 

So in terms of our aid to public safety we have been building new 
tiger cages. 

REQUIREMENT OF NO INTELLIGENCE AGENTS IN ECONOMIC AID PROGRAM 

Third, T think that the U.S. Senate should require that the U.S. 
Government use no intelligence agents in the economic aid program in 
Indochina. T think that the effect of having intelligence agents within 
the economic aid urogram has made the Vietnamese distrust all Ameri- 
cans in Vietnam because they have no way of knowing which ones are 
the OTA agents, and so on , 

T was director of a voluntary agency, International Voluntary Serv- 
ices, which had up to 170 volunteers. One of the biggest problems that 
we had in terms of relationships with the Vietnamese was that the 
Vietnamese never knew whether the OTA tried to infiltrate our own 
organization, and T know that talking with the directors of all of the 
other deferent organizations in Vietnam, this was equally true with 
them, (bat. the Vietnamese have no way of knowing which ones are 
the intelligence agents and. therefore, not only in Vietnam but in 
other countries all over the world, the people of other countries have 
developed a distrust for Americans because they are not quire sure 
which ones are the spies. 

U.S. AID S1TOTTTJ) RE PROVIDED THROUGH INTERNATIONAL CHANNELS 

The fourth point is that the United States should provide all aid to 
Indochina through international auspices, through international chan- 
nels. If our aid originally had gone through international channels, 
T think it. would have been much easier for the United States to see 
what was happening. We would not have been tied by vested interests 
to continue in the war; so I would recommend that all of our aid go 
through either United Nations channels or a consortium of nations. 
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Senator Pearson. That is an interesting comment. I do not dis- 
agree, but I think the argument traditionally is made to the contrary 
that when you use international agencies it is much more difficult to 
trace the disposition and the use of funds. I think that view of using 
multilateral or international agencies is a prevailing one with many 
Senators today. I just raise the point that the argument lias been 
made repeatedly that the use of international agencies clouds disposi- 
tion and use of the funds contrary to what you just said. 

Mr. Luce. Well, the reason for my proposal, on using international 
funds, there are many things 

Senator Pearson. I agree. I think that is the right approach, but 
I was raising the question about the tracing of the disposition and use 
of funds. I do not know whether it is going to be easier or not, but 
I do not know whether it is that important. If you can disassociate the 
United States from the bilateral and direct aid program, I think 
it is much more beneficial, not only in Southeast Asia but in other 
parts of foreign aid. 

Mr. Luce. Yes, I believe most of these recommendations pertain 
j ust as much to Mali as they do to Vietnam. 

Senator Pearson. Yes. 

reassertion oe congress’ constitutional prerogative 

Mr. Luce. And finally, I would like to stress again the point that 
Professor Kahin made and that is to reassert the constitutional pre- 
rogatives of Congress in the implementation of foreign policy, and 
the first order of business in this regard is to adopt resolutions requir- 
ing congressional approval before any American forces can be re- 
committed to Indochina. 

POSSIBILITY OP PROGRESSING BACK TO 19 54 

Just a final comment. We got involved in Vietnam bv giving eco- 
nomic aid and by sending advisers, and this led to the ships and the 
planes and the bombs, and the tremendous cost to our Nation and to the 
Vietnamese. I think that if we are not careful we will find that we 
have progressed right back to 1954 because we are continuing to pro- 
vide the aid to the public safety, we are continuing to. provide the 
money that keeps the political prisoners in the jails, and I am really 
concerned that if we are not careful there wili be no peace for the 
Vietnamese and no peace for Americans; this continued American 
involvement in such things as the public safety program, and trying 
to support a dictatorship that the South Vietnamese people hate, "this 
is just going to get us into more trouble. 

(Mr. Luce’s prepared statement follows :) 

Testimony op Don Luce, Before the Senate Foreign Relations Committee, 

February 22, 1973 

I wish to thanli you for providing me this opportunity to comment on the 
1974 foreign aid bill. T have viewed U.S. foreign assistance in Viet Nam from 
several perspectives : from 1958 to 1900 as an agricultural volunteer for Inter- 
national Voluntary Services (IVS) working on sweet potato production: from 
1961 to 1967 as Viet Nam Director of IVS ; in 1968, as a journalist. ; and from 
1909 to 1971, as research associate for the World Council of Churches researching 
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1 Hist: -war reconstruction questions. Since 1071 I have been Director of the 
Indochina Mobile Education Project. 

I welcome (lie reduction in the level of violence and the return of imprisoned 
military personnel brought about by the cease-fire agreement. But the basic 
questions which initially gave rise to the conflict in Viet Nam have been left 
unresolved. 

There remain* the constant danger of the reintroduction of massive American 
firepower. The continued participation of thousands of Americans and the 
magnitude of 'present military a id civilian aid programs indicate that the 
1 T .S. retains a major interest in tie outcome of the political struggle in south 
Viet Nam. 

Vast economic aid programs and civilian advisors character] zed our commit- 
ments in the mid-lbfiO’s — soon followed by uniformed men. siiips and planes. 
The political conditions which led to U.S. intervention in Viet Nam remain. 

Most American aid in Viet Nam 1ms been used to support the Thieu govern- 
ment rather than to bring humanitarian assistance to the Vietnamese people. 
With the political struggle continuing and American support of tiio Thieu gov- 
ernment unchanged. U.S. aid to Thieu remains a dominant aspect of the Viet- 
namese conflict. Bother than being humanitarian, the effect of the aid has been 
to increase repression, widen the gap between the rich and poor, and prevent 
reconciliation and accommodation among the Vietnamese. 

The introduction to the FY 1973 Congressional Presentation for the Security 
Assistance Program states: 

Supporting Assistance funds normally contribute to some degree to :lie 
economic growth or to the developmental goals of the recipient country, but 
the current U.S. motive in programing these funds is neither economic 
growth nor development per sc; rather, the specific purpose is to stabilise 
flic economic or political situation vis-a-vis a given security situation. 

The effects of placing primary emphasis on security through economic, mili- 
tary and para military programs are most obvious in the response of the Saigon 
government to (he problems of tt.e people of south Viet Nam. 

A majority of the six million people forced to leave their homes in south Viet 
Nam since 19115 remain refugees. Driven from their ancestral villages to the 
squalor of (he city slums or the nimbing monotony of refugee camps, these 
people have suffered the gamut o! misfortune. Family structure has fallen apart, 
health lias failed, economic necessity has forced individuals into servile or 
criminal relationships with foreigners. The obvious way to begin to eliminate 
all these problems and to get these people off the refugee roles and back into 
a healthy and. productive environment is to allow them to return to their home 
villages. Yet this is not happening. 

Fearful that, a massive return to the countryside will create political insta- 
bility. President Theiu has forliddm such movement. Decree-laws issued in 
December 1972 make it unlawful to ‘leave those areas controlled by the govern- 
ment in order to go into the communist-controlled zones or vice versa.” Offenders 
can be shot. Thus, the U.S. finds itself funding programs to maintain millions of 
people as refugees rattier than to rehabilitate their lives and communities. 

More than 200.000 Vietnamese are Imprisoned in the Saigon government’s 
jails on the basis of their political beliefs. Many have been held for years without 
trial. After the October 26 “peace is at hand” speech by Dr. Henry Kissinger, 
Hoang 'One Nha, special assistant to President Thieu announced to a group 
of Vietnamese publishers that 40.000 Vietnamese “communist sympathizers” had 
been arrested in a two-week period. But the tragedy of these political prisoners 
extends beyond the individual misfortune of confinement, torture, death and 
disease. Their imprisonment also severely limits the possibilities for an early 
resolution of the political conflict in Viet Nam. Many of those now in jail repre- 
sent the middle of the political spectrum— those most anxious and able to effect 
;i reconciliation of the warring parties. But the Thieu government considers 
Buddhist monks. Catholic pries 's. intellectuals, farmers, and pacifists who favor 
an end to the war as threats to its survival. Prison is the fate of those who work 
for nonce. 

While Article 8 of the cease-fire agreements suggests a program leading the 
release of nit political prisoners, political controls in south Viet Nam have in 
fact become even tighter since the signing of the agreement. 
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The following Decree-Laws, published in January 1973, indicate the extent 
of political repression : 

All police and military forces are permitted to shoot to kill all those 
who urge the people to demonstrate, and those who cause disorders or incite 
other persons to follow communism. . . . 

Shot instantly any soldiers, government officials, or police who desert or 
incite other persons to desert the army. 

Detain those persons who are neutralist and those persons who publicly 
side with the communists, and who are active politically. They will be taken 
before a military court as soon as possible. 

Implement quickly and thoroughly rules ancl regulations concerning re- 
porters and political parties in order to stop illegal activities on the part 
of politicians. . . . 

Americans might dismiss the totalitarian atmosphere in south Viet Nam as 
unfortunate but as none of our business except that the south Vietnamese soldiers 
, and police who enforce these laws have been trained and supported with U.S. 
dollars, the interrogation centers where suspects are questioned were built with 
American tax payers’ money and the jails where the prisoners are held were 
equipped and enlarged with American aid. U.S. support and expansion of the 
Saigon police and prison systems is scheduled to continue under current and 
projected proposals. 

The primary goal of the Saigon government is self-preservation even at the 
expense of the freedom of the south Vietnamese peojile. Unless Congress takes 
the initiative ancl terminates the military and para-military assistance programs. 

American aid to south Viet Nam will continue to mean security for the Thieu 
government and tyranny for its citizens. 

In conclusion, I recommend that the following provision be adojjted regarding 
foreign aid to Indochina : 

1. Withhold all aid to south Viet Nam until all political prisoners have been 
released and all refugees are allowed to return to their home villages. 

2. Terminate all funds provided under the Public Safety Program. As the 
Senate Appropriations Committee noted last year when it recommended the 
elimination of tire entire Public Safety Program : 

The Committee has grave doubts about the wisdom of funding any pro- 
gram which tends to bring disrepute to our more vital development and 
humanitarian goals. It matters little if charges against, the Public Safety 
Program arc completely true because the belief (sic) that they are untold 
damage to our humanitarian efforts. * * * 

Wo believe that it is in the best interests of our total assistance program 
to eliminate it. . . . 

3. Require that, the U.S. Government use no intelligence agents in Hie economic 
aid programs in Tndochina. The use of intelligence agents acting as aid advisors 
has weakened U.S. prestige abroad and caused people in ail countries to distrust 
Americans because they don’t know which ones are connected with the C.I.A. 

4. Give ail aid to Indochina through International channels. 

5. Reassert the constitutional prerogatives of Congress in the implementa- 
tion of foreign policy. The first order of business in this regard is to adopt resolu- 
tions requiring Congressional approval before any American forces can he re- 
committed to Tndochina. The past decade illustrates that, this is a prudent and 
necessary action. 

Senator Pearson. Thank you, Mr. Luce. That is very helpful. Your 
entire statement will be a part of the record and we appreciate, your 
contribution. 

(Whereupon, at 1 :10 p.m., the hearing was adjourned, subject to 
call of the Chair.) 

Head Count of Caaibobian Troops 

(Supplied by Department of Defense In response to Senator Symington’s question on p. 51) 

A head count of all Cambodian troops was never made. However, a limited 
number of head counts at the unit level were used by the U.S. to ascertain if 
there were deficiencies in the Camobdian manpower, personnel and finance sys- 
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tem. These head counts were only “spot checks.” As soon as they confirmed the 
deficiencies, they were stopped, for they had served their purpose well. 

Once the problem of “phuitom troops” was confirmed, a modern system of 
accounting was instituted to replace the antiquated method used in the past by 
the Cambodians which led tc the problem. CINC11AC and our Cambadiona Mili- 
tary equipment Delivery Team are monitoring the new system, which com- 
menced in September 1972. Tour reference to the “cameras” was accurate. They 
are being used as a part of the new system to insure proper personnel account- 
ing and valid payment of payroll. The new system is undergoing a partial test 
at this moment, and we will have some evidence of its effectiveness shortly. 
However, country-wide application of the new system would require at least an- 
other six months. 
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